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Introductory Section

Section 1

This section of the District's Comprehensive Annual Financial Report presents a general overview of
the District and this report.

Letter of Transmittal (pages 1 - 8)
This executive letter is a narrative introduction to the report. The letter describes the profile of the
District, major initiatives and long-term financial planning issues, the local economy, and relevant
financial policies.

Certificate of Achievement for Excellence in Financial Reporting -
Government Finance Officers Association (page 10)

Certificate of Excellence in Financial Reporting -
Association of School Business Officials (page 11)

Organizational Chart (page 12)
This chart provides a general schemata of the overall District organizational structure.

.| Elected and Appointed Officials (page 13)

This list provides names and position descriptions of key elected and appointed officials within the
District.

Map - Precincts of the Board of Education (page 14)
This map provides the names of elected Board members and their associated geographic
electorate.
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PROVO CITY SCHOOL DISTRICT

October 1, 2006

To the Members of the Provo City School District Board of Education, and to the
Patrons of Provo City School District:

We are pleased to present to the public Provo City School District's Comprehensive
Annual Financial Report (CAFR) for the fiscal year ended June 30, 2006. This report is
published to provide both financial and non-financial information to the patrons and enti-
ties for which the District is accountable to. This report is also intended to support the
District's mission.

Provo City schools maximize student achievement and development. Students in
our schools enlarge their capacities, interests, and love of leaming. They:

* Master the basics (the foundations of literacy and numeracy)

* Develop depth of content knowledge

» Excel in their interests

* Feel respected and loved in a safe and orderly environment

* Develop responsible, respectful, and compassionate citizenship

We will accomplish our mission through connecting with the community.

The financial position of the District has improved. In the past three years, total
fund balances have increased from $7,476,736 to $14,116,835. While State law
allows only modest fund balances, these monies allow the District to respond to a
variety of emerging issues including major building damage, equipment failure, and
unanticipated large increases in energy costs. Fund balances also allow the District
to explore promising educational reform without reducing resources to current
programs. Additionally, school Districts need healthy financial positions to secure
future financing at favorable interest rates.

Provo School District is well managed. With the help of its employees, the Dis-
trict has greatly reduced its post-retirement liability and eliminated unnecessary
programs ensuring a healthy financial future. Master Plan Phase | activities are
complete with the successful consolidation of our middle schools, the opening of
Farrer Elementary and the sale of the Joaquin property. Master Plan Phases Il and
Il implementation is underway. The public approved both a bond and leeway elec-
tion on June 27, 2006, that will fund new construction and capital improvements in
our school buildings. Timpanogos Elementary school will be replaced, and a new
west side school will be constructed in the Lakeview neighborhood. Sunset View
Elementary, Provost elementary, and Centennial Middle school will be expanded.

Dr. Randall J. Merrill
Superintendent of Schools

Kerry J. Smith
Business Administrator




Overview of
the CAFR

Numerous energy projects will be completed throughout the District, a seismic study
will be completed and the capital improvement budget has been increased to facili-
tate a sustained maintenance program of the Districts schools and buildings.

Our patrons have reason to be proud of their school District. Our students perform
well on academic tests and our teaching staff is highly trained. Provo School Dis-
trict is known throughout the State as a leader in innovative reading, mathematics
and computer technology programs. The District benefits from a close association
with Brigham Young University with over 40 shared programs serving all academic
areas and staff professional development. In addition, a strong and emerging rela-
tionship exists between the District and Utah Valley State College.

This Comprehensive Annual Financial Report (CAFR) includes financial and non-financial
information to meet the needs of a broad spectrum of readers. The information is
presented in three sections:

1. Introductory Section: This section introduces the reader to the report and
includes this transmittal letter, certificates of excellence in financial reporting, the
organizational chart of the District, a list of elected and appointed officials, and a
map of the precincts of the Board of Education.

2. Financial Section: The Financial Section consists of the independent auditor’s
report, management's discussion and analysis, the basic financial statements, notes
to the basic financial statements, and supplementary information (combining and
individual fund statements and schedules).

3. Statistical Section (unaudited): The Statistical Section contains substantial
financial information, but presents tables that differ from financial statements in that
they present non-accounting data and cover several years. Statistical information is
presented in five categories: (1) Financial Trends Information, (2) Revenue Capacity
Information, (3) Debt Capacity Information, (4) Demographic and Economic Infor-
mation, and (5) Operating Information.

The report is prepared in accordance with generally accepted accounting principles
(GAAP) which are applicable to governmental entities throughout the United States. The
Governmental Accounting Standards Board (GASB) establishes local government
accounting principles. This report conforms to all current, relevant pronouncements of
the GASB, which taken as a whole, are referred to as generally accepted accounting
principles (GAAP).

Management assumes full responsibility for all of the information presented in this report.
The District believes the presentation of the report is accurate in all material respects,
and the financial position and results of operations are presented fairly. All disclosures
necessary to enable the reader to gain an understanding of the District's financial
activities have been included. Because the cost of internal control should not exceed
anticipated benefits, the objective is to provide reasonable, rather than absolute, assur-
ance that the financial statements are free of any material misstatements. The District's
comprehensive internal control framework has been designed to provide reasonable,
but not absolute assurance regarding: (1) the safeguarding of assets against loss from
unauthorized use or disposition, and (2) the reliability of financial records for preparing
financial statements and maintaining accountability for assets.

State law requires that school Districts publish within five months of the close of each
year a complete set of financial statements which are audited by a firm of licensed
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certified public accountants. The CPA Network, LLC, a firm of licensed certified public
accountants, has audited the District's financial statements. The independent audit
involved examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement pre-
sentation. The independent auditor concluded, based upon the audit, that there was a
reasonable basis for rendering an unqualified (“clean”) opinion for the District's financial
statements for the fiscal year ended June 30, 2006; this opinion indicates the statements
are fairly presented in conformity with GAAP. The independent auditor’s report is pre-
sented as the first component of the Financial Section in this report.

The independent audit of the financial statements of the District was part of a broader,
federally mandated “Single Audit” designed to meet the special needs of federal grantor
agencies. Government Auditing Standards, issued by the comptroller General of the
United States and the provisions of the Office of Management and Budget Circular A-
133, Audits of States and Local Governments and Non-Profit Organizations, are the au-
thoritative standards governing Single Audit engagements. These standards require the
independent auditor to report not only on the fair presentation of the financial statements,
but also on the District's internal controls and compliance with legal requirements, with
special emphasis on internal controls and legal requirements involving the administration
of federal awards. These reports are available in the District's separately issued Single
Audit Report. A copy of the Single Audit Report is available from the District Business
Office.

In addition to the Single Audit requirements, the District is required to meet audit require-
ments according to Utah State Code 51-2 to report on compliance with significant state
fiscal laws.

Generally accepted accounting principles (GAAP) require that management provide a
narrative introduction, overview, and analysis to accompany the basic financial state-
ments in the form of management's discussion and analysis (MD&A). This letter of
transmittal is designed to complement the MD&A and should be read in connection with
it. The District's MD&A immediately follows the independent auditor's report. '

District PROFILE

Summary Provo City School District was officially organized in 1898. Provo City School District is
one of 40 public school Districts in Utah, and the District serves approximately 12,500
students. The major purpose of the District is to provide public education to students
who reside in Provo City which is located in the central portion of Utah County, Utah. To
accomplish this purpose, the District services two traditional high schools, an alternative
high school, two middle schools, and thirteen elementary schools. The District continues
to have a positive influence on the community by offering traditional public education
to its students. In addition, the District offers several varieties of educational alterna-
tives outside the traditional school setting. These alternatives include preschool training
for disabled students, aduit high school completion, and concurrent enroliment where
students can earn high school and college credits simultaneously. Programs such as
advanced placement, special education, music, applied technology, bilingual education,
multicuitural programs, gifted and talented programs, and many other enrichment pro-
grams in all curriculum areas are offered in the District's traditional schools.

The

Reporting Provo City School District is a legally separate entity enjoying all rights and privileges ac-

Entity
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Governing
Structure

District
Master
Plan

corded political subdivisions in the State of Utah. Policy making and legislative authority
and oversight are vested in the Board of Education consisting of seven members. The
Board of Education is responsible, among other things, for developing policy, adopting
the annual budget, levying property taxes, incurring bonded debt, and appointing both
the Superintendent and Business Administrator. The Board of Education and District
administration recognize that the District's financial health largely dictates its ability to
deliver the most appropriate education for each individual student. The Superintendent
and Business Administrator are responsible for carrying out the policies of the Board of
Education and oversee the day-to-day operations of the District. The Board of Education
is elected locally on a non-partisan basis.

Although the Provo City School District Foundation for Excellence is a separate entity
with a separate governing body, the Foundation’s activities are primarily in support of
District activities. Consequently, the Foundation is reported as a blended component
unit in the District's financial statements to provide readers with a more accurate and fair
picture of the overall substance of the District's financial affairs.

Beginning in January 2005, and pursuant to Utah Code 20A-14-202, the District Board
of Education consists of seven members. The Board of Education represents the Provo
City citizenry and have been elected from precincts which were independently deter-
mined by the Provo City Council. A map of the precinct boundaries is included in the
Introductory Section of the report. -

MAJOR INITIATIVES & LONG-TERM FINANCIAL PLANNING

Planning and data collection for the Provo School District Master Plan commenced in the
late fall of 2003. In December of that year, the Provo School Board hired Wikstrom Eco-
nomic Planning to serve as consultants in the master plan process. After a few months
of data analysis, a Master Plan Committee of 60 patrons from the community addressed
demographic and building condition data. In September 2004, the Committee presented
five possible “scenarios” or approaches to the master plan at a public open house.

Phase |. Acting on information provided by the master plan committee and input from
the open houses, the Board of Education began a series of discussions that resulted in
the District Master Plan. The Board again went to the public in an open house format to
receive input concerning the proposed master plan. From this input, in November 2004,
the Board of Education unanimously approved and advanced a District Master Plan. At
the same time, the Board enacted Phase | of the master plan, which closed Joaquin
Elementary School, closed Farrer middie school, converted and opened Farrer middle
school as Farrer Elementary school at the start of the 2005-2006 school year. Expan-
sions were completed the summer of 2005, at Centennial and Dixon Middle schools to
accommodate students transferring from Farrer Middle School.

Phases Il and lll. The District has several facilities that are considerably aged, the
District has experienced significant changes in student population trends throughout the
City, and state funding alone has been unable to keep pace with rising compensation and
other District operating costs. Phases Il & ll| of the Master Plan are geared towards long-
term strategic plans to address these issues.

In the June 27, 2006 election, voters approved $35,000,000 of general obligation bonds
for construction and renovation projects and an additional $1,500,000 voter approved lee-
way for operating expenses. Both voter approved initiatives will be phased in over three
years. The first year includes the issuance of $9,400,000 of general obligation bonds in
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fall of 2006 to complete expansion projects at Provost Elementary, Sunset View Elemen-
tary and Centennial Middle school. Funds will also be used to purchase expansion land
for the Timpanogos Elementary rebuild, a seismic study on buildings constructed prior to
seismic code changes, and energy efficiency projects throughout the District. Taxes were
increased the 2006-2007 school year approximately $600,000 for the voter approved
leeway to fund class size reductions and compensation increases. Information regarding
the master plan is available on the District's internet web site at WWW.provo.edu.

Budget The District has strategicaily managed its operations with a focused effort to improve its
Develop- end of year fund balances. The District now uses a zero-based budgeting process for de-
ment veloping budgets. This process includes an annual review of all District programs includ-

ing a program-level needs assessment analysis. The Board approves the budget in June
for the following fiscal year.

Improved The District is pleased to report that its unrestricted fund balances and overall financial

Fund position continues to improve. The General Fund unreserved fund balance on June 30,

Balances 2006 was $3,276,312, up $2,074,344 from June 30, 2005. Total unreserved governmen-
tal fund balances on June 30, 2006 were $12,162,681.

State The state fiscal 2006 school finance program is designed to provide every Utah school

Funding District with a basic operation program of $2,280 per weighted pupil unit (WPU) (com-
pared to $2,182 in fiscal year 2005). The State Legislature has increased the WPU
funding to $2,417 for fiscal year 2007. State funding is primarily based upon student
enroliment.

LOCAL ECONOMY

Utah The economic outlook of the District is heavily dependent on state aid, providing 66.71%

Economic of general fund revenues. The state Uniform School Fund was constitutionally estab-

Conditions  lished in 1938 and is used to equitably allocate funding for statewide public education
programs. Since 1947, all taxes based on income have been constitutionally required to
be used for public education. In 1996, voters in Utah approved a constitutional change
providing that these revenues could also be used for higher education. Additionally, a
statewide property tax rate is levied to finance the Uniform School Fund and is applied
against the taxable value of real and personal property.

Provo City Provo City (municipal government) provides the following information regarding Provo
Economic City’s economic structure (http://www.provo.org/econdev.econdev_main. html):
Conditions
Ranked sixth in Forbes’ 2004 Best Places for Business and Careers survey.
Work Force - 70,000 strong. Woods and Poo! Economics declared Provo “one of
the nation’s most intelligent work forces”, with proven ability in foreign languages,
foreign service experience, high education levels, and strong work ethic.
A Young Work Force - Over 456% of the Provo population is between the ages of 20
and 34 years old.

Education - Over 35% of population over 25 have a Bachelor degree or higher.
Home of Brigham Young University - U.S. News & World Report ranks BYU's
Marriott School of Management and the J. Reuben Clark Law School in the top 40
in the country.

Major Employers & Businesses - Headquarters of Novell, Nuskin, Morinda-Tahitian
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Noni International, and DHI Computing Sérvices, Dynix Corp., MyFamily.com Inc.,
Excelgraphics, and Nature SunSunshine Products, inc.

Cost of Living - According to Sperling’s Best Places, it is 3.7% cheaper to live in
Provo than Denver, 16.4% cheaper than Seattle, and 25.8% cheaper than Orange
County.

Safety - In 2004, Farmers Insurance listed Provo, Utah as the most secure city to
live in America.

Entrepreneurial Spirit - The National Commission for Entrepreneurship ranked
Provo as the No.1 entrepreneurial city among comparable areas for most of the
1990's. Utah is part of an economic region that is currently outperforming the rest
of the nation. Continued job growth of roughly 3% are anticipated in 2006.

RELEVANT FINANCIAL POLICIES

The District adopts an annual budget for all revenues and expenditures; the adopted
budget serves as the financial operating plan through the fiscal year. Revisions may be
implemented during the year, and revisions are approved and authorized by the Board of
Education through public hearing. Pursuant to Utah Code 53A-19-108, the District sub-
mits monthly budget reports to the Board of Education for review.

All annual appropriations lapse at fiscal year end with the exception of those indicated as
a fund balance reserve. During June of each year, the District Superintendent submits to
the Board a proposed operating budget for the next fiscal year commencing July 1. This
budget includes proposed expenditures and the means of financing them. Included also
is a final budget for the current year ending June 30.

Utah Code Annotated, Section 53A-19-104 states, “A local school board may not make
any appropriation in excess of its estimated expendable revenue, including undistributed -
reserves.” It has been the policy of the District to estimate appropriations as accurately
as possible.

The level at which expenditures may not exceed appropriations has been interpreted by
the State Superintendent of Public Instruction to be the total revenue budget of a given
fund.

If the District does not exceed the certified tax rate, a public hearing is held prior to June
22, at which the budget is legally adopted by resolution of the Board of Education after
obtaining taxpayer input. If the District exceeds the certified tax rate, the budget is ad-
opted in August, through public hearing and through Board of Education approval, when
data is available to set tax rates.

A formal capital budget approval process is used which requires the Board of Education
to authorize line item capital improvement projects greater than $20,000 for the next fiscal
year. The Board had appropriated $1.6 million for planned capital projects and improve-
ments for fiscal year 2006-07.

The District participates in the workers compensation program administered by the Utah
School Boards Association. Unemployment compensation is handled on a cost of ben-
efits reimbursement basis with the State of Utah. The District participates in the State Di-
vision of Risk Management system for property and liability insurance. The State Division
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of Risk Management system and the Utah School Boards Association system are pooled
arrangements where the participating entities pay annual premiums which are designed
to pay claims and build sufficient reserves so that the system will be abie to protect the
participating entities with its own capital. The pool re insures sizeable losses to preserve
the capital base.

Cash Man- The District maintains a cash and internal investment pool that is available for use by all
agement & funds. This pool has deposits, repurchase agreements, and other investments with vary-
Investments ing maturity dates and interest rates.

The Utah Money Management Act with the state Money Management Council governs
the District's investment policies and provides a measure of depository protection. The
council issues a list of qualified depositories to public treasurers quarterly and monitors
the maximum amount of public funds each depository is eligible to hold in accordance
with the law and the rules of the Council. State law and Council rules govern the financial
reporting requirements of qualified depositories in which public funds may be deposited
and prescribe the conditions under which the designation of a depository shall remain in
effect. The District considers the actions of the Money Management Council to be neces-
sary and sufficient for adequate protection of its uninsured bank deposits.

The District provides a life-time Medicare supplemental insurance benefit for retired
employees (and spouses) who have completed at least 20 years of service as of January
Other Post- 1, 2005; the plan also provides coverage for spouses of employees who have completed
Employment 30 years of service by January 1, 2005. There are approximately 430 retirees receiving
Benefits benefit coverage in addition to 130 present employees (and spouses) who have earned
vested coverage upon retirement.

An actuarial study was completed as of July 1, 2005 that reflects an accrued liability

of $14,412,265 million for the Medicare supplement and $4,645,861 for the insurance
associated with those retirees (and spouses) who have not reached age 65 as well as
current employees (and spouses) who have vested eligibility. The annual recommended
contribution (assuming 30 year amortization) was reported to be $1,306,181. The District
contributed $0 for retiree benefits during fiscal year 2006.

AWARDS & ACKNOWLEDGEMENTS

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to Provo City
Government School District for its comprehensive annual financial report for the fiscal year ended
Finance June 30, 2005. This was the third consecutive year that the District has achieved this
Officers prestigious award. In order to be awarded a Certificate of Achievement, a government
Association Must publish an easily readable and efficiently organized comprehensive annual financial
report. This report must satisfy both generally accepted accounting principles (GAAP)
and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our
current comprehensive annual financial report continues to meet the Certificate of

Achievement Program’s requirements, and we are submitting it to the GFOA to determine
its eligibility for another certificate.

The District also received the Association of School Business Officials (ASBO) Interna-
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tional's Certificate of Excellence in Financial Reporting for the Comprehensive Annual
Financial Report for the year ended June 30, 2005.

This award certifies that the report substantially conforms to the principles and standards
of financial reporting as recommended and adopted by the Association of School Busi-
ness Officials International.

The award is granted only after an intensive review-of the District's financial reports by an
expert panel of certified public accountants and practicing school business officials and

is valid for a period of one year. This was the third year the District has received the
ASBO Certificate of Excellence.

Provo City School District expresses its appreciation to members of the Provo City
School District Board of Education. Their interest and support in conducting the financial
affairs of Provo City School District was critical to the success of District operations and
achievements made during fiscal year 2005-06.

The preparation of the report on a timely basis could not be accomplished without the

efficient and dedicated services of the entire business staff. The District is appreciative
of the efforts made by Stefanie Bryant, Director of Accounting, and the business office
staff for preparing this report and coordinating the annual audit.

Most importantly, we express appreciation to all of the members of the departments and
schools who assisted in the appropriate management, timely processing, and closing

of the District's financial records. Their diligence and dedication is critical to the proper
management of the District's financial assets and the overall delivery of quality services
to District patrons.

Respectfully submitted,

Randall J. Merrill, Ed.D.
Superintendent of Schools

Kerry J. Smith, C.PA.
Business Administrator
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Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

Provo City School District,
Utah

For its Comprehensive Annual
Financial Report
for the Fiscal Ycar Ended
June 30, 2005 -

A Certificate of Achicvement for Excellence in Financial
Reporting is presented by the Government Finance Officers
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Provo City School District
Organizational Chart
For Fisca! Year Ended June 30, 2006

Board of Education
(7 members)

*Superintendent of Schools
Dr. Randall Merrill

|
I I | | |

*Business Administrator Asst. Superintendent Divector of Director of Director of Director of
of Cumriculum Techonology Support Personnel Student Services Transportation and K-12 Schools
Kerry Smith, CPA Ray Morgan and Special Programs Bob Gentry Greg Hudnaht Facilities
Ted Kelly Dr. Phil Lott
I [
Accounting Staft Networking Salaries and - . Elementary Schook;
and Finance Development Systems Benefits Student Discipine Trangportaton Amelia Earhart
T I | I T I Canyon Crest
: Edgemont
) Literacy / " : Farrer
Budgeting . Numeracy Tile | Payroll Youth In Custody| | Custodial Services Frankin
T ] I | [ ] Grandview
Information Provst
Warehouse Math/Science 8 Stafing Adult Ed Maintenance Rock Canyon
ystems .
Spring Creek
1 ] [ ] | [ Sunset View
Applied Speciel Labor Relations ' Timpanogos
Education Programs Negofiations P e Westridge
I TOIfllIg and Schno: Tech | Uidde Schools:
i . Centennial
Purchasing Assessment Support Federal Grants Dovon
l
Ater School High Schools:
Programs Independence
Provo
Timpview

*Both the Superintendent and Business Administrator are appointed by the Board of Education pursuant to Utah
Code 53A-3 and both have a direct reporting relationship to the Board.
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Provo City School District

Elected and Appointed Officials

For Fiscal Year Ended June 30, 2006

Board of Education Distric inistrati Elementary
School Administrati
Sue Curtis Randall J. Merrill, Ed.D. A. Earhart Rosemarie Smith
Precinct 1 Superintendent C. Crest Patricia Anderson
Present Term: 2005 - 2009 Initial Appointment: 2003 Edgemont Dennis Pratt
Initial Appointment: 2005 Farrer Don Dowdle
Franklin Marlin Palmer
Kerry J. Smith, CPA Grandview Drew Daniels
Carolyn Wright Business Administrator Provost Dr. Steve Oliverson
Precinct 2 Initial Appointment: 2003 Rock Canyon Dean Nielsen
Present Term: 2003 - 2007 Spring Creek Linde Wong
Initial Appointment: 2003 Sunset View Anne-Marie
Ray Morgan Harrison
Asst. Superintendent Timpanogos Diane Bridge
Richard Sheffield Curriculum Wasatch Colleen Densley
Precinct 3 Westridge Gaye Gibbs
Present Term: 2005 - 2009
Initial Appointment. 2001 Bob Gentry
Personnel Director Middle School Administration
Shannon Poulsen Centennial Dr. Mitch Swenson
Precinct 4 Ted Kelly Dixon Rosanna Ungerman
Present Term: 2003 - 2007 Special Programs &
Initial Appointment: 2003 Technology Support
Hi hool Admini ion
Darryl Alder Greg Hudnall Independence Sarah Lloyd
Precinct 5 Student Services Provo Sam Ray
Present Term: 2005 - 2009 Timpview Dr. George Bayles
initial Appointment: 2001
Dr. Phil Lott
Transportation & Facilities Other Schools
Sandy Packard
Precinct 6 Ctr HS Studies  Jeri Swalberg
Present Term: 2005 - 2009 Rodney Crockett
Initial Appointment: 2001 Career Technology Education
Mary Ann Christiansen Stefanie Bryant, CPA
Precinct 7 Director of Accounting

Present Term: 2005 - 2009
Initial Appointment: 2005

The term of office for Board members is four years, beginning on the first Monday in January following the November election.

The term of office of the Superintendent and Business Administrator is two years.
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Financial Section

Section 2

This section of the District's Comprehensive Annual Financial Report presents information required by
generally accepted accounting principles (GAAP).

Independent Auditor’s Report (pages 17 - 18)
The independent auditor’s report describes the audit, the nature and scope of the audit, and the
auditor’s opinion,

Management’s Discussion and Analysis (pages 19 - 29)
This information provides management's explanations regarding the District’s overall financial
performance through the fiscal year and its financial position.

The Basic Financial Statements (pages 31 - 57)
These financial statements and note disclosures provide required detailed information regarding
the Districts financial performance and financial position.

Combining and Individual Fund Financial Statements and Schedules (pages 58 - 81)
These financial statements and schedules are required supplementary information intended to
clarify the information presented in the basic financial statements.
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INDEPENDENT AUDITOR’S REPORT

Board of Education
Provo City School District

We have audited the accompanying financial statements of the
governmental activities, each major fund, and the aggregate remaining fund
information of Provo City School District, as of and for the year ended
June 30, 2006, which collectively comprise the District’s basic financial
statements as listed in the table of contents. These financial statements are
the responsibility of Provo City School District’s management. Qur
responsibility is to express opinions on these financial statements bascd on
our audit.

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America, and the standards applicablc to
financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require thai we
plan and perform the audit to obtain rcasonable assurance about whether
the financial statements arc free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We
belicve that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in
all material respects, the respective financial position of the governmental
activitics, each major fund, and the aggregate remaining fund information
of Provo City School District, as of Junc 30, 2006, and the respective

changes in financial position and the respective budgetary comparison for
the General Fund, thereof for the year then ended in conformity with

accounting principles generally accepted in the United States of America.

Members of the American Institute of Certified Public Accountants

560 Sotm 100 West, Sutte 12, Prevo, UT 84601
(801) 375-2909 = Fax (801) 375-2954
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In accordance with Government Auditing Standards, we have also issued our report dated
September 22, 2006, on our considcration of Prove City School District’s intemmal control over
financial reporting and on our tests of its compliance with certain provisions of laws, rcgulations,
contracts, and grant agreéments and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in asscssing the results of our audit.

The management's discussion and analysis and budgctary comparison information (on pages 19
through 29, 71, 73, 75 and 77) are not a required part of the basic financial statements but are
supplementary information required by accounting principies generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required

supplementary information. However, we did not audit the information and express no opinion
onit.

Our audit was conducted for the purposc of forming opinions on the financial statements that
collectivcly comprise Provo City School District’s basic financial statements. The introductory
section, combining nonmajor fund financial statements, and statistical section are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The
combining and nonmajor fund financial statcments have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly
stated in all matcrial respects in relation to the basic financial statements taken as a wholc. The
introductory section and statistical tablcs have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion on
them.

\ﬁ, C.PA-. %\_L

Tuge C.P.A. NETWORK, LL.C
Certified Public Accountants
Provo, Utah

September 22, 2006
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Management’s Discussion and Analysis

This section of Provo City School District's (District) comprehensive annual financial report presents
management’s discussion and analysis of the District's financial performance during the year ended June
30, 20068. The MD&A is intended to provide an analysis directly related to the information presented in
the transmittal letter found on pages 1 through 8 of this report and the District's financial statements,
which follow the MD&A in this report.

Financial Highlights

The financial position of the District has improved. The following highlights are considered by the
District to be critical factors in measuring the District’s financial performance for the fiscal year ended
June 30, 2006:

» Government-Wide Net Assets. The District's total net assets exceeded liabilities by $40.3 million
at the close of fiscal year 2006.

» Government-Wide Financial Progress (full-accrual basis of accounting): During the year,
expenses were $12.4 million less than the $96.7 million generated in taxes and other revenues
for governmental activities. The $12.4 million positive increase in net assets is greater than the
$2.1 million positive increase in net assets for the year ended June 30, 2005.

» Governmental Fund Financial Progress (modified-accrual basis of accounting): During the
year ended June 30, 2006, the combined fund balance increased by $3.3 million. The $3.3
million fund balance increase is greater than the $1.8 million fund balance increase for fiscal
year ended June 30, 2005.

 The District's general fund makes up the largest portion of the overall total fund balance
increase among all governmental funds. The general fund balance increased by $1.8
million as compared to a $.9 million increase in the prior year.

- Capital Lease Obligation. During the year, the District modified a capital lease agreement to
fund computers for instructional purposes. The total long-term obligation was increased $.4
million, from $.6 to $1.0 million. The District has made the first three principal payments of
$200,000 leaving two additional payments of $.2 million due in July 2006 and July 2007.

+ District Master Plan - Phase I. As of June 30, 2006, $2.7 million had been expended for building
renovations related to the District Master Plan for middle school accommodations.

» District Master Plan - Phase H & ll. On June 27, 2006, taxpayers approved the issuance of $35
million in general obligation debt and a voter leeway property tax increase of $1.5 million.

These two initiatives were crucial to phases Il & Il of the District master plan. Both initiatives will be
phased in over the next three years. The general obligation debt will be used to replace the aging
Timpanogos Elementary School; construct a new elementary school in the Lakeview neighbor-
hood; complete expansion projects at Sunset View Elementary, Provost Elementary, and Centennial
Middle School; complete numerous energy efficiency projects throughout the District and conduct a
seismic study of the District’s older schools.
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Overviéw of Financial Stétements

This discussion and analysis is intended to serve as an introduction to the District's basic financial state-
ments. The District's basic financial statements are comprised of three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report
also contains other supplementary information in addition to the basic financial statements themseives.

A. Government-wide financial statements

The government-wide financial statements are designed to provide readers with a broad overview of
the District’s finances, in a manner similar to a private-sector business.

The Statement of Net Assets presents information on all of the assets and liabilities of the District,
with the difference between the two reported as net assets. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial position of the District is improving or
deteriorating.

The Statement of Activities presents information showing how the net assets of the District changed
during the most recent fiscal year. All changes in net assets are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, rev-
enues and expenses are reported in this statement for some items that will only result in cash flows
in future fiscal periods (e.g. uncollected taxes, early retirement obligations, and earned but unused
vacation leave.)

The government-wide financial statements can be found on pages 32 to 33 of this report.

B. Fund financial statements

20

Afund is a group of related accounts that is used to maintain control over resources that have been

- segregated for specific activities or objectives. The District, like other state and local governments,

uses fund accounting to ensure and demonstrate compliance with finance-related legal require-
ments. All of the funds of the District can be divided into two categories: governmental funds, and
fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike
the government-wide financial statements, govemmental fund financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating the District's
near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for govemnmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the District's near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of rev-
enues, expenditures, and changes in fund balances provide a reconciliation to facilitate this compari-
son between governmental funds and governmental activities.

The District maintains six individual governmental funds, and it reports the District's Foundation

(component unit) as an additional governmental fund. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expendi-
tures, and changes in fund balances for the general fund, debt service fund, and capital projects
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fund, each of which are considered to be major funds. Data from the other governmental funds are
combined into a single, aggregated presentation. Individual fund data for each governmental fund is
provided in the form of combining and individual fund statements elsewhere in this report.

The District adopts an annual appropriated budget for its general fund. A budgetary comparison
statement has been provided for the general fund to demonstrate compliance with this budget.

The basic governmental fund statements can be found on pages 34 to 38 of this report.
Eiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the governmental entity. Fiduciary funds are not reflected in the government-wide financial

statements because the District cannot use these funds to finance its operations.

The District uses agency funds to account for resources held for student activities and other groups.
The basic fiduciary fund financial statement can be found on page 39 of this report.

C. Notes to the basic financial statements
The notes provide additional information that is essential for a full understanding of the data pro-
vided in the government-wide and fund financial statements. The notes to the basic financial state-
ments can be found on pages 40 to 57 of this report.

D. Other information
Combining and individual fund statements and schedules are presented immediately following the

notes to the financial statements on pages 58 to 81 of this report. Additional financial and non-finan-
cial statistical data and trends are presented in the statistical section of the report.

Government-wide Financial Analysis (full-accrual basis of accounting)

A. Net Assets - Governmental Activities

As noted earlier, net assets may serve over time as a useful indicator of a government's financial
position. In the case of the District, assets exceeded liabilities by $40.3 million at the close of the
most recent fiscal year.

Net assets of the District's governmental activities increased 31.7% to $40.3 million. However, net
assets are classified as either restricted as to the purposes they can be used for, or are invested in
capital assets (land, buildings and improvements, equipment, etc.). Consequently, unrestricted net
assets (-2.9% of total net assets) are a $1.2 million deficit at the end of this year. The deficit does
not mean the District does not have resources to pay its obligations, rather it is the result of having
long-term commitments that are greater than resources at June 30, 2006.

The largest portion of the District’s net assets (70.4%) reflects its investment in capital assets (e.qg.,
sites, buildings, equipment, and vehicles net of accumulated depreciation), less any related debt
used to acquire those assets that are still outstanding. The District uses these capital assets to
provide services to students; consequently, these assets are not available for future spending. Al-
though the District's investment in its capital assets is reported net of related debt, it should be noted
that the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities.
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An additional portion of the District's net assets (32.5%) represents resources that are subject to ex-
ternal restrictions on how they may be used. Restricted net assets for debt service, capital projects,
and food services constitute $13.1 million of restricted net assets.

PROVO CITY SCHOOL DISTRICT’S Net Assets
(in millions of dollars)

Govemmental activities

Change

from

2006 2005 2005
Current and other assets $ 428 $ 320 $ 10.8
Capital assets , 60.0 59.6 04
Total assets 102.8 91.6 11.2
Other liabilities 218 20.8 10
Long-term liabilities outstanding 40.7 43.3 (2.6)
Total liabilities 62.5 64.1 (1.6)

Net assets:

Invested in capital assets, net of related debt .28.4 234 5.0
Restricted 131 9.5 36
Unrestricted (1.2) (5.4) 4.2
Total net assets $ 40.3 $ 27.5 $ 124

B. Changes in Net Assets — Governmental Activities

22

The District's total net assets increased by $12.8 million during the current year. Of the $12.8 million
increase in total net assets, unrestricted net assets increased by $4.2 million. Restricted net assets
increased by $3.6 million during the year ended June 30, 2006.

As compared to the prior year, the District’s total revenues increased to $96.7 million (8.1%). Total
federal and state aid make up 66.5% of the District's revenues; property taxes generated 25.6% of
the District's revenues. The $4.8 million increase in operating grants and contributions was primarily
due to increases in state funding.

As compared to the prior year, the total cost of all programs and services decreased by 3.0% to
$84.3 million. Instruction and support services (including food services) were 66.7% and 27.8%,
respectively, of the District's expenses. Decreases in expenses were primarily due to the expiration
of various programs.

Changes in federal and state aid are a reflection of changes in funding for specific programs and
changes in student enroliment. State aid is based primarily on weighted pupil units (WPUs) and
other appropriations. If a student is in membership a full 180 days, the state awards the District one
WPU. The state guarantees that if local taxes do not provide money equal to the guarantee it will
make up the difference with state funding. The value of the WPU increased by 4.5% during the year
ended June 30, 2006 ($2,280 during 2006 as compared to $2,182 in 2005).

PROVO CITY SCHOOL DISTRICT'S Changes in Net Assets
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(in millions of dollars)

Governmental activities

Change
from
2006 2005 2005
Revenues:
Program revenues:
Charges for services $ 1.7 § 1.9 §$ (0.2)
Operating grants and contributions 35.6 30.7 49
General revenues:
Property taxes 247 246 0.1
Federal and state aid not restricted
to specific purposes 26.9 30.6 (3.7)
Earnings on investments 0.7 04 03
Miscellaneous 7.1 1.2 5.9
Total revenues 96.7 89.4 7.3
Expenses:
Instructional services 56.2 58.5 (2.3)
Supporting services:
Students 3.2 34 (0.2)
Instructional staff 20 2.0 -
District administration 15 0.9 0.6
School administration 4.3 43 -
Business 1.2 27 (1.5)
Operation and maintenance of facilities 42 40 0.2
Transportation 21 16 0.5
Other 1.1 - 11
School food services 3.9 3.9 -
Community services 3.1 3.9 (0.8)
Interest on long-term liabilities 1.5 2.1 (0.6)
Total expenses 84.3 87.3 (3.0)
Changes in net assets 12.4 21 10.3
Net assets, beginning 27.5 25.4 2.1
Net assets, ending $ 403 $ 275  § 12.4

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with finance
related legal requirements.
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A. Governmental funds

The focus of the District's governmental funds is to provide information regarding near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the Dis-
trict’s financing requirements. The District is accountable for the following governmental funds:

General Fund - used to account for funds associated with K-12 educational activities as well as
those funds that do not meet the criteria for reporting in other governmental funds.

Non K-12 Instruction Fund (special revenue fund) - used to account for funds that are restricted
to programs that are not primary components of the District's K-12 education activities.

Suppiemental Programs Fund (special revenue fund) - used to account for funds that are both
restricted and are not part of the normal Utah public education funding structure.

Food Services Fund (special revenue fund) - used to account for local, state, and federal funds
restricted to breakfast, lunch, and other food service programs.

Debt Service Fund - used to account for funds accumulated and restricted for payments of
general long-term obligation debt.

Capital Projects Fund - used to account for funds generated through property taxes restricted
for capital projects and capital lease obligations.

As the District completed the year, its governmental funds reported a combined fund balance of
$14.1 million, which is $3.3 million higher than the previous year. The primary reasons for the
increase in fund balance mirror those highlighted in the analysis of governmental activities. In addi-
tion, the following changes should be noted:

* The District's General Fund makes up the largest portion of the overall total fund balance
increase among all governmental funds. The general fund balance increased by $1.8
million as compared to a $.9 million increase in the prior year. The primary reason for this
change in fund balance is due to a budgeted 1% of expenditures ($.7 million) for potential
unplanned events and emergencies; the District was able to manage its operations to a
level which did not require use of these funds.

» The District's Capital Projects fund balance increased by $.6 million as compared to $.8 mil-
lion in the previous year. The District received payments in the amount of $786,500 for
the sale of Joaquin Elementary School, and these receipts are accounted for in the capi-
tal projects fund. The remainder of the difference is due to differences in on-going capital
and construction projects.

* The District's Non K-12 Instruction fund increased by $65 thousand. The increase is due
to a planned effort to expend residual funds associated with the recreation property tax
levy for recreation-related expenditures.

» All other changes in fund balances are due to normal fluctuations in operational resources
and property tax collections.

* As compared to the prior year, expenditures for District purposes totaled $88.0 million, a
decrease of $.3 million during the current fiscal year. The decrease is primarily due to
reduced increases in early retirement and other post-employment benefits as compared
to budget. Negotiations regarding future post-employment benefits have resulted in a
solid funding plan.
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» General fund salaries totaled $43.7 million as compared to $45.0 million in the previous year.
Associated employee benefits of retirement, social security, and insurance (health and
accident, industrial, and unemployment) totaled $16.6 as compared to $15.9 million in the
previous year.

Govermmental funds report the differences between their assets and liabilities as fund balance,
which is divided into reserved and unreserved portions. Reservations indicate the portion of the
District’s fund balances that are not available for appropriation or which have legal restrictions nar-
rower than the fund for which the funds are reported in. The unreserved fund balance is, in turn,
subdivided between designated and undesignated portions. Designations reflect the District's self-
imposed limitation on the use of otherwise available expendable financial resources in governmental
funds. Undesignated balances in the general fund are required by state law to be appropriated in
the following year’s budget. Fund balances of debt service, capital projects, and other governmental
funds are restricted by state law to be spent for the purpose of the fund.

Changes in local revenues are due to the following elements:

* Property taxes: Changes in property taxes are primarily due to changes in assessed
property valuations, additions of new taxable properties, and collection rates.

Tuitions: Tuitions represent charges to participants for ancillary programs such as truancy
program fees, after school programs, preschool, the Center for High Schoo! Studies,
recreation activities, and driver’s education. Consequently, major changes in tuitions rep-
resents fluctuations in both program activity and services provided through these ancillary
programs. These tuition revenues do not represent fees charged to secondary school
students for specific activities; secondary school fees are accounted for in the school
activities agency fund financial reports.

= Earnings on investments: Changes in investment earnings are due-to market fluctuations in
interest rates.

= Other revenue from local sources: This classification represents collections for services ren-
dered to other independent entities, fees for local services rendered, and other miscella-
neous income sources.

Transportation fees and food services: Changes are due-to normal fluctuations in program
level activities.
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PROVO CITY SCHOOL DISTRICT'S Local Revenues
(all governmental funds combined)

2006 2005
Property taxes $ 24,691,855 $ 24,559,640
Tuitions 252,850 603,083
Transportation fees 105,080 119,250
Earnings on investments 734,136 395,818
Food Services 1,082,502 1,081,463
Contribuitons 296,456 0
Other revenues from local sources 1,128,941 1,429,559

$ 28,291,820 $ 28,188,813

Budgetary Highlights

s

During the year, the Board revised the District's budget. Budget amendments were to reflect changes in
programs and related funding. The difference between the original budget and the final amended budget
was an increase of $1.5 million in total general fund expenditures and an increase of $1.9 million in rev-
enues. The most significant budget changes may be summarized as follows:

* Federal Revenues: Federal Revenues have increased $3.3 million. Title | has increased $.9 mil-
lion, and IDEA has increased $1.4 million. Teacher quality improvement has increased $.4 million

to cover teacher salaries due to low enroliments and curriculum expenses. Other Title | and IDEA

increased include technology contracts, early intervention programs, motor development programs
and supplies.

Other federal program budget changes include salary budget increases for federal class-size reduc-
tion, FTE increases, post-retirement salary and benefit expenditure increases. In addition, CCLC
expenses have increased $.3 million due-to a change in completion dates of two of the grants; an
eMints grant was obtained for $.1 million; Dixon and Independence received school reform grants of
$100,000 and $65,000, respectively, and Child Nutrition revenues increased $100,000.

» State Revenues:. State revenues decreased $1.3 million due to enroliments being under projec-
tions.

* Local Revenues: Revenue from local sources have been increased $786,000 to reflect option
payments received for the Joaquin property sale in the current fiscal year. Revenue from other
financing sources was increased $92,000 to account for the SunGard lease. In food services, local
revenues have been increased $69,000 to reflect the trend of more students eating school lunch.

The remaining differences are due-to on-going adjustments at the program and fund levels as new
information is received by the District.
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Capital Assets & Debt Administration

A. Capital Assets
The capital projects fund is used to account for the costs incurred in acquiring, maintaining, and im-
proving sites, constructing and remodeling facilities, and procuring equipment necessary for provid-
ing educational programs for all students within the District.
Capital assets at June 30, 2006 and 2005 are outlined below:

PROVO CITY SCHOOL DISTRICT'S Capital Assets
(net of accumulated depreciation in millions of dollars)

Governmental activities

Total
Change

2006 2005 2006-2005

School sites (land) $62 $ 62 $ -
Works of art 04 - 0.4 -
Construction in progress - .8 (.8)
Buildings 48.8 48.0 8
Furniture & equipment 46 4.2 A4
Total capital assets $ 60.0 $ 59.6 $ 4

Major capital asset events during the current fiscal year included the following:

* A capital lease agreement modification resulted in the acquisition of $.2 million of computer
equipment for instructional purposes.

* The sale of Joaquin Elementary School for $6.5 million. During the fiscal year ended June
30, 2006, $786,500 was received.

+ Construction at a cost $1.9 million, was for Master Plan related renovations and Board ap-
proved improvements. An additional $.9 million of improvements were made to District build-
ings during the year.

B. Debt Administration

The general obligation bonded debt of the District is limited by state law to 4% of the fair market val-
ue of the total taxable property in the District. The legal debt limit at June 30, 2006 is $217.8 million.
General obligation debt at June 30, 2006 is $31 million, resulting in a legal debt margin of $186.7
million. As part of a voter approved initiative, the District will be seliling $9.4 million in government
obligation bonds during the 2006-07 fiscal year.
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PROVO CITY SCHOOL DISTICT'S Outstanding General Obligation Debt

Governmental
Activities
Total Change
2006 2005 2006-2005
- General obligation bonds $31.0 $33.3 $2.3

Additional information regarding the District’s long-term debt can be found in Note 6 to the basic
financial statements.

Request for Information

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors
a general overview of the District's finances and to demonstrate the District's accountability for the funds
it receives. Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to the Office of the Business Administrator, Provo City School
District, 280 West 940 North, Provo, UT, 84604.
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PROVO CITY SCHOOL DISTRICT

Statement of Net Assets

June 30i 2006

Governmental
Activities
Assets:
Cash and investments $ 12,202,695
Receivables: _
Property taxes 19,674,537
Other local 5,852,343
State 233,988
Federal ‘ 4,470,152
Inventories ‘ 203,741
Bond issuance costs, net of accumulated amortization 181,467
Capital assets: _
Land, construction in progress, and works of art _ 6,584,478
Buildings and equipment, net accumulated depreciation 53,449,418
Total assets 102,852,819
Liabilities:
Accounts payabie ‘ 1,934,854
Accrued interest payable 95,148
Payroll and related payables 1,455,239
Due to other governments or nonprofit organizations -
Deferred revenue:
Property taxes : 18,272,470
Other local 34,740
State -
Federal 35,787
Noncurrent liabilities: _
Portion due or payable within one year 5,698,672
Portion due or payable after one year 34,976,414
Total liabilities 62,503,322
Net Assets:
Invested in capital assets, net of related debt 28,454,429
Restricted for:
Debt service 1,538,526
Capital projects 9,319,565
Non K-12 instruction 307,754
Supplemental programs 59,049
School food services : 1,622,063
Provo City School District Foundation for Excellence 356,772
Unrestricted (1,208,661)
Total net assets $  40,349497
The notes to the basic financial statements are an integral part of this statement.
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PROVO CITY SCHOOL DISTRICT

Statement of Activities
Year Ended June 30, 2006

Net (Expense)
Revenue and
Changes in
Program Revenues Net Assets
Operating Total
Charges for Grants and Governmental
Functions Expenses Services Contributions Activities
Governmental activities:
Instructional services $ 56,198,524 $ 524,702 $ 26,710,044 $ (28,963,778)
Supporting services:
Students 3,180,870 - 1,697,596 (1.483,274)
Instructional staff 2,032,397 - 486,344 (1,546,053)
District administration 1,505,202 - 233,860 (1.271,342)
School administration 4,238,678 - 172,264 (4,066,414)
Business 1,226,698 - 61,249 (1.165,449)
Operation and maintenance of facilities 4,146,859 - - (4,146,859)
Transportation 2,091,460 105,080 1,302,701 (683,679)
Other 1,072,477 - 33,187 (1,039,290)
School food services 3,929,424 1,082,502 3,053,017 206,095
Community services 3,142,504 - 1,779,262 (1.363,242)
Interest on long-term liabilities 1,551,671 - - (1,551,671)
Total school district $ 84,316,764 $ 1,712,284 $ 35,529,524 (47,074,956)
s A A D —_—t e e
General Revenues:
Property taxes levied for:
Basic state supported program for regular K-12 instruction 6,935,008
Voted leeway for reguiar K-12 instruction 3,467,504
School board leeway for class size reduction 1,612,793
Special transportation 483,838
Tort liability 302,399
Community recreation 1,290,234
Debt service of general obligation bonds 4,044,077
Capital outiay for buildings and other capital needs 2,290,166
Ten percent of basic for construction, textbooks, and supplies 4,265,836
Federa! and state aid not restricted to specific purposes 26,995,732
Earnings on investments 734,136
Gain on Sale of Assets 6,470,801
Miscellaneous 607,033
Total general revenues 59,499,557
Changes in net assets 12,424,601
Net assets - beginning 27,924 8%
Net assets - ending $ 40.349.497
The notes to the basic financial statements are an integral part of thig statement.
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PROVO CITY SCHOOL DISTRICT

Balance Sheet

Governmental Funds
June 30, 2006

Major Funds

Other Total
Debt Service Capital - Governmental Governmental
General Fund Fund Projects Fund Funds Funds
Assets:
Cash and investments $ 3,825,845 $ 1,068,302 $ 5,573,585 $ 1,734,963 $ 12,202,695
Receivables: ’
Property taxes 10,057,405 3,166,259 5,824,532 626,341 19,674,537
Other local ’ 152,343 - 5,700,000 - 5,852,343
State - - - 233,988 233,988
Federal 4,036,946 - - 433,206 4,470,152
Due from other funds - - - 67,176 67,176
Inventories 66,448 - - 437,293 203,741
Total assets $ 18,138,987 $ 4,234,561 $ 17,098,117 $ 3,232,967 $ 42,704,632
Liabilities and fund balances:
Liabilities: '
Accounts payable $ 1,585,321 $ - $ 241,714 $ 107,819 § 1,934,854
Payroll and related payables 1,152,467 - 21,585 281,187 1,455,239
Due to other funds - - - 67,176 67,176
Deferred revenue:
Property taxes 10,293,535 2,993,759 5,501,544 571,163 19,360,001
Other local 34,740 - 5,700,000 - 5,734,740
State - - - -
Federal 18,976 - - 16,811 35,787
Total liabilities 13,085,039 2,993,759 11,464,843 1,044,156 28,587,797
Fund Balances:
Reserved for
Inventories 66,448 - - 137,293 203,741
Other restricted programs 1,711,188 - - 39,225 1,750,413
Unreserved, undesignated 3,276,312 1,240,802 5,633,274 - 10,150,388
Unreserved, undesignated reported in
nonmajor special revenue funds:
Non K-12 instruction - - - 211,702 211,702
Supplemental programs - - - 59,049 59,049
School food services - - - 1,384,770 1,384,770
Provo City School District Foundation
for Excellence - - - 356,772 356,772
Total fund balances 5,053,048 1,240,802 5,633,274 ‘ 2,188,811 14,116,835
Total liabilities and fund
balances $ 18,138,987 $ 4,234,561 $ 17,098,117 $ 3,232,967 $ 42,704,632

The notes to the basic financial statements are an integral part of this statement.
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PROVO CITY SCHOOL DISTRICT
Reconciliation of the Balance Sheet of Governmental Funds

to the Statement of Net Assets
June 30, 2006

Total fund balances for governmental funds $ 14,116,835

Total net assets reported for governmental activities in the statement of net assets is
different because:

Capital assets used in governmental funds are not financial resources and
therefore are not reported in the funds. Those assets consist of:

Land $ 6,228,328
Construction in progress -
Works of art 356,150
Buildings and improvements, net $32,948,156

accumulated depreciation 48,836,894

Furniture and equipment, net $4,663,721 accumulated
depreciation 4,612,524 60,033,896

Some of the District's property taxes will be collected after year-end, but are not
available soon enough to pay for the current period's exependitures and, therefore,
are reported as deferred revenue in the funds. 1,087,531

A note receivable was entered into upon the sale of Joaquin Elementary school.
Total sales price was $6,500,000 less closing costs, and proceeds recevied to date
are $770,801. 5,700,000

Interest on fong-term debt is not accrued in governmental funds, but rather is
recognized as an expenditure when due. (95,146)

Bond issuance costs are reported as expenditures in governmental funds;

however, bond issuance costs are reported as deferred costs in the govermnment-

wide statements and are amortized over the life of the obligations. The cost is

$219,960 and accumulated amortization is $38,493. 181,467

Long-term liabilities that pertain to governmental funds, including bonds payable,
are not due and payable in the current period and therefore are not reported as
fund liabilities. All liabilities, both current and long-term, are reported in the
statement of net assets. Balances at year-end are:

General obligation bonds payable (31,035,000)

Deferred amounts on refunding, net 916,696

Deferred amounts for bond premiums, net (1,461,163)

Lease revenue bonds payable (1,755,000)

Obligations under capital leases (514,177)

Vacation payable (563,376)

Early retirement payable (6,263,066) (40,675,086)
Total net assets of governmental activities $ 40,349,497

The notes to the basic financial statements are an integral part of this statement.
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PROVO CITY SCHOOL DISTRICT
Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
Year Ended June 30, 2006

Revenues:

- Local sources:
Property taxes
Contributions
Food service sales
Interest
Other local

State
Federal

Total revenues

Expenditures:
Current;
Instructional services
Supporting services:
Students
Instructional staff
District administration
School administration
Business
Operations and maintenance of facilities
Transportation
Other
School food services
Community services
Capital outlay
Debt service:
Principal retirement
Interest and fiscal charges

Total expenditures

Excess of (deficiency) revenues
over (under) expenditures

Other financing sources (uses):
Proceeds from sale of school
Proceeds from capital lease agreement
Proceeds from insurance recoveries

Total other financing sources (uses)
Net change in fund balances

Fund balances - beginning
Fund balances - ending

Major Funds

Other Total
Debt Service Capital Governmental  Governmental

General Fund Fund - Projects Fund Funds Funds
$12801543 § 4044078 $ 6556000 $ 1290234 $ 24691855
- - - 296,456 296,456
- - - 1,082,502 1,082,502
729,013 - - 5,123 734,136
1,360,680 - 10,307 115,884 1,486,871
46,639,740 - 34,896 2,954,781 49,629,417
8,379,546 - - 4,218,837 12,599,383
69,910,522 4,044,078 6,601,203 9,964,817 90,520,620
52,670,674 - 242,655 2,077,168 54,990,497
3,023,616 - - 42,195 3,065,811
2,014,345 - - 485 2,014,830
1,478,589 - - - 1,478,589
4,045,607 - - 165,321 4,210,928
1,113,650 - 12,865 1,126,515
1,008,309 - 3,124 516 - 4,132,825
1,859,437 - - - 1,859,437
854,544 - - 217,933 1,072 477
- - 3,778,134 3,778,134
- - 3,078,042 3,078,042
- 2,765,337 - 2,765,337
- 2,235,000 725,617 - 2,960,617
- 1,543,104 - - 1,543,104
68,068,771 3,778,104 6,858,125 9,372,143 88,077,143
1,841,751 265,974 (256,922) 592,674 2,443 477
- - 770,801 - 770,801
- - 91,833 - 91,833
- - 862,634 - 862,634
1,841,751 265,974 605,712 592,674 3,306,111
3,212,197 974,828 5,027,562 1,596,137 10,810,724
$ 5053948 § 1240802 $ 5633274 $ 2188811 $ 14,116,835

P B "} |
The notes to the basic financial statements are an integral part of this statement.
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PROVO CITY SCHOOL DISTRICT
" Reconciliation of the Statement of Revenues, Expenditures, and Changes in

Fund Balances of Governmental Funds to the Statement of Activities

Year Ended June 30, 2006

Net change in fund balances-total governmental funds $ 3,306,111

Governmental funds report capital outlays as expenditures. However, in the statement of activitie
assets with an initial cost or basket purchase cost of more than $5,000 are capitalized and the cost
is allocated over their estimated useful lives and reported as depreciation expenses. Proceeds from
any related sale of capital assets, as well as any gain or loss and notes receivable are also reported
in the statement of activities.

Capital outlays 3,646,726
Depreciation expense - capital assets (2,998,289)
Proceeds from sale of school (770,801)
Gain on sale of school 6,220,745 6,098,381

The governmental funds report bond proceeds as an other financing source, while repayment of
bond principal is reported as an expenditure. In the statement of net assets, however, issuing
debt increases long-term liabilities and does not affect the statement of activities and repayment
of principal reduce the liability. Also, governmental funds report the effect of issuance costs and
premiums when debt is first issued, whereas these amounts are deferred and amortized in the
statement of activities. Interest is recognized as an expenditure in the governmental funds when
it is due. In the statement of activities, however, interest expense is recognized as it accrues,
regardless of when it is due. The net effect of these differences in the treatment of general
obligation bonds and related items is as follows:

Repayment of bond principal 2,235,000

Bond interest expense (61,861)

Amortization of deferred amounts on refunding (83,336)

Amortization of bond premium 132,833

Amortization of bond issuance costs (16,497) 2,206,139

Capital assets acquired through capital leases are shown as an expenditure and other financing
source in the governmental funds. The other financing source must be removed from the
statement of activities. Repayment of principal is reported as an expenditure in the governmental
funds for both capital leases and lease revenue bond obligations, but repayment of principal is
applied to the liability in the statement of net assets and reduces the District's obligations.
interest expense is recognized as it accrues.

Principal payments of capital lease obligation 247,581
Principal payments of lease revenue bond obligation 390,000 637,581

In the statement of activities, obligations for compensated absences (vacations) and voluntary
termination benefits (early retirement) are measured by the amounts earned during the year. In
the governmental funds, however, expenditures for these items are measured by the amount of
financial resources used (essentially, the amounts actually paid).

Vacation payable (compensated absences) 2,157
Early retirement payable (voluntary termination benefits) 174,232 176,389
Change in net assets of governmental activities $ 12,424,601

The notes to the basic financial statements are an integral part of this statement.
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PROVO CITY SCHOOL DISTRICT

Statement of Revenues, Expenditures, and Changes in Fund Balances

Budget and Actual
General Fund
Year Ended June 30, 2006

Variance with
Final Budget -
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Revenues:
Local sources:
Property taxes $12886,000 $12,781,000 §$12801543 § 20543
Interest 300,000 600,000 729,013 129,013
Other local 2,289,272 2,098,530 1,360,680 (737,850)
State - 47,693,553 46,492,084 46,639,740 147 656
Federal 5253979 8,333,385 8,379,546 46,161
Total revenues 68,422,804 70,304,999 69,910,522 (394,477)
Expenditures:
Current:
Instructional services 52,910,866 54,374,464 52,670,674 1,703,790
Supporting services: '
Students 3,099,978 3,045,162 3,023,616 21,546
Instructional staff 1,873,524 1,965,092 2,014,345 - (49,253)
District administration 870,730 1,361,968 1,478,589 (116,621)
School administration 4,183,227 4,864,709 4,045,607 819,102
Business 2,522,222 1,176,035 1,113,650 62,385
Operations and maintenance of plant 1,344,811 647,505 1,008,309 (360,804)
Student transportation 1,786,321 1,786,321 1,859,437 (73,116)
Other 49,000 891,451 854,544 36,907
Total expenditures 68,640,679 70,112,707 68,068,771 2,043,936
Excess of revenues over (under)
expenditures / net change in fund balances (217,875) 102,292 1,841,751 1,649,459
Fund balances - beginning 3,212,197 3,212,197
Fund balances - ending $ (217875) § 3404489 § 5053948 § 1,649,459

The notes to the basic financial statements are an integral part of this statement.
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PROVO CITY SCHOOL DISTRICT
Statement of Fiduciary Fund Assets and Liabilities

Agency Funds
June 30, 2006

Agency
Funds
Assets:
Cash and investments $ (374,711)
Receivables:
Other local 1,247,182
State 204,818
Federal 4,346,873
Total assets $ 5,424,162
Liabilities: -
Due to student organizations $ 1,670,134
Accounts payable -
Payroll and related payables -
Due to other entities 3,754,028
Total liabilities $ 5424162

The notes to the basic financial statements are an integral part of this statement.
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PROVO CITY SCHOOL DISTRICT
Notes to Basic Financial Statements
June 30, 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

40

The financial statements of the Provo City School District (District) have been prepared in conformity with
accounting principles generally accepted in the United States of America (GAAP) as applied to local gov-
emment units in general and Utah school districts in particular. The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing governmental accounting financial
reporting principles. The more significant accounting policies of the District are described below.

A. Reporting Entity

The Board of Education, comprised of seven elected individuals, is the primary governing authority
for the District. The Board establishes District policies, approves the budget, appoints a Superin-
tendent with responsibilities for administering all educational activities of the District, and appoints
a Business Administrator with responsibilities for fiscal matters. The Board is authorized to issue
bonds, incur short-term debt, levy property taxes, and is not dependént on any other unit of local
government. The District is not a component unit of any other primary government.

These basic financial statements present the activities of the District and its component unit, the
Provo School District Foundation for Excellence. The District's component unit is presented as a
blended component unit in the financial statements. Although it is a legally separate entity, the foun-
dation is, in substance, part of the District's operations and to exclude it from the District’s financial
statements would be misleading.

Blended Component Unit - The Provo School District Foundation for Excellence is a nonprofit
organization established under Internal Revenue Service regulations as a conduit for tax-
deductible contributions to the District. The Foundation serves the District entirely, and the
District has a significant influence upon the financial operations of the Foundation and is able
to access the economic resources held by the Foundation. The Foundation is considered a
blended component unit, and the Foundation is presented as a special revenue fund of the
District, and its activity is reported in the Support Services—Students function in the govern-
ment-wide financial statements. Separate financial statements for the Foundation can be
obtained by contacting the Provo City School District Main Office, 280 West 940 North, Provo,
Utah, 84604. :

B. Government-wide and Fund Financial Statements

The government-wide financial statements (the statement of net assets and the statement of
changes in net assets) display information about the primary government (the District). These
statements include the financial activities of the overall government, except for fiduciary activities.
Governmental activities generally are financed through taxes, intergovernmental revenues, and
other non-exchange transactions.

As a general practice, interfund activity has been eliminated from the government-wide financial
statements in order to avoid double counting. Exceptions to this general rule are payments made
between functions for internal services provided; elimination of these charges would distort the
direct costs and program revenues reported for the various functions concerned.

The statement of activities presents a comparison between direct expenses and program rev-
enues for each function of the District's governmental activities. Direct expenses are those that are
specifically associated with a function and, therefore, are clearly identifiable to a particular function.
Depreciation expense for capital assets that can specifically be identified with a function is included
in its direct expenses. Depreciation expense for “shared” capital assets (for example, a school
building is used primarily for instructional, school administration, operation and maintenance of
facilities, and school lunch services) are ratably included in direct expenses of the appropriate func-
tions. Interest on general long-term liabilities is considered an indirect expense and is reported in
the statement of activities as a separate line item. Program revenues include 1) fees and charges
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PROVO CITY SCHOOL DISTRICT
Notes to Basic Financial Statements
June 30, 2006

paid by students and other recipients of goods or services offered by a given function and 2) grants
and contributions that are restricted to meeting the operational or capital requirements of a particu-
lar function.

Revenues that are not classified as program revenues, including property taxes, are presented as
general revenues.

C. Fund Financial Statements

The fund financial statements provide information about the District’s funds, including its fiduciary
funds. Separate statements for each fund category (governmental and fiduciary) are presented.
The emphasis of fund financial statements is on major governmental funds, each displayed in a
separate column. All remaining governmental funds are aggregated and reported as non-major
funds.

The District reports the following major governmental funds:

* General Fund - is the District's primary operating fund. It accounts for all financial resources
of the general government, except those required to be accounted for in another fund.

» Debt Service Fund - accounts for resources accumulated and payments made for principal
and interest of general obligation school building bonds.

+ Capital Projects Fund - accounts for resources accumulated and payments made for the
acquisition, maintenance, improvement of sites, construction and remodel of facilities, and
procurement of equipment necessary for providing educational programs for all students
within the District.

The District reports the foliowing nonmajor special revenue funds that receive revenues which are
restricted to expenditures for specified purposes:

» School Food Services - to account for preparation and serving of school lunches and
breakfasts.

* Non K-12 Instruction - to account for preschool, adult education and other non K-12
programs.

« Supplemental Programs - to account for programs that are not part of the normal funding
structure for Utah public education school Districts that are unique to Provo City School
District.

+ Foundation - to account for the District's blended component unit's activities.

Additionally, the District reports the following funds as Agency funds:

« Special Programs Agency Fund — used to account for assets held by the District for
independent smaller entities and agencies. The District provides services such as payroll
and accounts payable for these entities but has no legal controf and accountability require-
ments for how they use their resources.

» School Activity Agency Fund — used to account for the receipt and disbursement of monies
of student activity organizations and other custodial type transactions within the schools.
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PROVO CITY SCHOOL DISTRICT
Notes to Basic Financial Statements
June 30, 2006

D. Measurement Focus, Basis of Accounting, & Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measure-
ment focus. The government-wide and agency fund financial statements are reported using the ac-
crual basis of accounting. Revenues are recorded when earned and expenses are recorded at the
time liabilities are incurred, regardiess of when the related cash flows take place. Non-exchange
transactions, which the District receives value without directly giving equal value in exchange,
include property taxes, grants, and donations. On an accrual basis, revenue from property taxes

is recognized in the fiscal year for which taxes are levied. Revenue from grants and donations is
recognized in the fiscal year in which all eligibility requirements have been satisfied.

Governmental fund financial statements are reported using the current financial resources measure-
ment focus and the modified accrual basis of accounting. Under this method, revenues are recog-
nized when measurable and available. “Measurable” means the amount of the transaction can be
determined and “available” means collectible within the current period or soon enough thereafter to
pay liabilities of the current period. The District considers all revenues reported in the governmental
funds to be available if the revenues are collected within thirty days after year-end. Property taxes
and interest are considered to be susceptible to accrual. All other revenue items are considered

to be measurable and available only when the District receives cash. Expenditures generally are
recorded when the related fund liability is incurred, except for principal and interest on general long-
term liabilities, claims and judgments, early retirement and post employment health care benefits,
arbitrage rebates, and compensated absences, which are recognized as expenditures to the extent
they have matured. Capital asset acquisitions are reported as expenditures in governmental funds.
Proceeds of general long-term debt and acquisitions under capital leases are reported as other
financing sources.

Under the terms of grant agreements, the District funds certain programs by a combination of
specific cost reimbursement grants, categorical block grants, and general revenues. Thus, when
program expenses are incurred, there are both restricted and unrestricted net assets available to
finance the program. It is the District’s policy to first apply cost-reimbursement grant resources to
such programs, followed by categorical block grants, and then by general revenues.

When both restricted and unrestricted resources are available for use, it is the District’s procedufe
to use restricted resources first, then unrestricted resources, as they are needed.

E. Budgets and Budgetary Accounting

The District operates within budget requirements for school districts as specified by state law and as
interpreted by the State Superintendent of Public Instruction. Budgets are presented on the modi-
fied accrual basis of accounting for all governmental funds. All annual appropriations lapse at fiscal
year-end with the exception of those indicated as a fund balance reserve. The following procedures
are used in establishing the budgetary data reflected in the financial statements:

+ During June of each year, the District Superintendent submits to the Board a proposed
operating budget for the next fiscal year commencing July 1. This budget includes pro-
posed expenditures and the means of financing them. Included also is a final budget for
the current year ending June 30.

+ Copies of the proposed budget are made available for public inspection before the Board
hearing in which the Board adopts the proposed budget.

« If the District does not exceed the certified tax rate, a public hearing is held prior to June
22 at which time the budget is legally adopted by resolution of the Board after obtaining
taxpayer input. If the District exceeds the certified tax rate, the budget is adopted in August
when data is available to set the rates.
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PROVO CITY SCHOOL DISTRICT
Notes to Basic Financial Statements
June 30, 2006

+ Once adopted, the budget can be amended by subsequent Board action. The Board upon
recommendation of the Superintendent can approve reductions in appropriations, but
increases in appropriations, at the fund level, require a public hearing prior to amending the
budget. In accordance with Utah state law, interim adjustments may be made by adminis-
trative transfer of money from one appropriation to another within any given fund.

« Certain interim adjustments in estimated revenue and expenditures during the year ended
June 30, 20086, have been included in the final budget approved by the Board, as present-
ed in the financial statements.

» Expenditures may not legally exceed budgeted appropriations at the fund level.

Encumbrances - Encumbrance accounting, under which purchase orders for goods and services
are recorded in order to restrict that portion of the applicable appropriation, is used to facilitate com-
parisons with budgets. Outstanding encumbrances lapse at year-end, and appropriations for the
subsequent year are used to honor these commitments.

F. Deposits and Investments

The cash balances of substantially all funds are pooled and invested by the District for the purpose
of increasing eamnings through investment activities and providing efficient management of tem-
porary investments. The pool's investments are reported at fair value at year-end. Changes in

the fair value of investments are recorded as investment earnings. Earnings on pooled funds are
apportioned and paid or credited to programs based on the average balance of each participating
program.

G. Cash and Cash Equivalents

The District considers cash and cash equivalents to be cash on hand, demand deposits, and short-
term investments with original maturities of three months or less from the date of acquisition, includ-
ing the Public Treasurers’ Investment Fund (PTIF).

H. Receivables and Payables

Activity between funds that are representative of lending/borrowing are arrangements, which are
outstanding at year-end, are referred to as either “due-to/from other funds”.

I. Capital Assets

Capital assets, which include land, buildings and improvements, and fumiture and equipment, are
reported in the government-wide financial statements. The District defines capital assets as assets
with an initial or “basket purchase” cost of more than $5,000 for land, furniture, equipment, buildings
and improvements, and an estimated useful life in excess of one year. Purchased or constructed
capital assets are reported at cost or estimated historical cost. Donated capital assets are recorded
at estimated fair value at the date of donation. The cost of normal maintenance and repairs that do
not add to the value of the asset or materially extend the assets’ lives are not capitalized.

All works of art are capitalized at estimated fair value at the time the donation was made. However,
many of the works of art were appraised in 1994 and have been capitalized at the fair value of the
appraisal. The District’s art collection carries a net book value of $340,050 in the government-wide
financial statements; works of art are a non-depreciable item in the government-wide financial state-
ments.

Maijor outiays for capital assets and improvements are capitalized when the assets are acquired
and place into operation and/or as construction occurs. Interest incurred during construction is not
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PROVO CITY SCHOOL DISTRICT
Notes to Basic Financial Statements
June 30, 2006

capitalized.

Buildings and improvements and furniture and equipment of the District are depreciated using the
straight-line method over the following estimated useful lives:

Assets Years
Buildings 50
Building Additions 40
Building Improvements 20
Physical Education Equipment 20
Standard Furniture & Accessories 20
Stage & Auditorium 20
Portable Classrooms 15
Machinery & Tools ' 15
Appliances | 15
Grounds & Accessories 15
Audio Visual 10
Lab Equipment 10
Music - Instruments & Accessories ‘ 10
Licensed Vehicles 8
Business Machines 5
Miscellaneous Equipment 5
Software 3

J. Comparative Data and Reclassifications

Comparative data for the prior year is presented in certain sections of the accompanying financial
statements in order to provide an understanding of the changes in the District's financial position
and operations.

K. Expenditure Driven Grants - Variances Between Budget and Actual Data

Expenditure driven grants are recognized as revenue when the qualifying expenditures are incurred
and all other grant requirements are met; unspent grant amounts are carried forward and included
in the succeeding fiscal year's budget. Therefore, actual grant revenues and expenditures can be
significantly different than the amounts budgeted.

L. Compensated Absences and Voluntary Termination Benefits -
Vacation and Early Retirement Payable :

Compensated absences and voluntary termination benefits are typically paid for by resources from
the District's general fund. However, it is the District's policy to use resources from other funds,
when the other funds directly funded the employees’ related position(s), to pay for these costs.
Consequently, minimal costs related to these benefits are periodically funded by funds other than
the general fund when it is reasonably practical to do so.

Under terms of association agreements, eligible employees can earn vacation and sick leave in

amounts varying with tenure and classification. In the event of termination or death, an eligible em-
ployee is reimbursed for accumulated vacation days to a maximum of 20 days. No reimbursement
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or accrual is made for unused sick leave. All vacation pay is accrued when incurred in the
government-wide financial statements. A liability for these amounts is reported in the governmental
funds only if they have matured, for example, as a result of employee resignations and retirements.

See Note 6 for a description of these long-term obligations.
M. Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable statement of net assets. Bond premiums and discounts, as
well as refunding and issuance costs are deferred and amortized over the life of the bonds using the
straight-line method, which approximates the effective interest method. Bonds payable are reported
net of the applicable bond premium or discount. Bond issuance costs are reported as deferred
charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs, during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt issuances are reported as other
financing sources while discounts on debt issuances are reported as other financing uses. Issu-
ance costs, whether or not withheld from the actual debt proceeds received, are reported as debt
service expenditures.

N. Fund Equity

In the fund financial statements, governmental funds report reservations of fund balances for
amounts that are not available for appropriation or are legally restricted by outside parties for use
for a restricted purpose. Designations of fund balances represent tentative plans for future use of
financial resources that are subject to change.

O. Inventories

Inventories are valued at cost, or if donated, at fair value when received, using the first-in first-out
(FIFO) method. Inventory in the general and special revenue funds consists of expendable supplies
held for consumption. The cost is recorded as an asset at the time individual inventory items are
purchased, and an expenditure is recorded when the assets are distributed and consumed.

Commodities received from federal sources are consumable inventories intended to support short-
term District food service operations. Thus, federal commodities are treated as a current financial
resource and are recorded as revenues when received in both the fund statements and govern-
ment-wide statements.

P Indirect Costs

indirect costs charged to certain programs are routinely recorded in the District's governmental fund
financial statements.

As a general practice, interfund indirect costs have been eliminated from the government-wide
financial statements in order to avoid double counting and to provide direct-cost information to
financial statement readers.

Q. Use Of Estimates
Presenting financial statements in conformity with generally accepted accounting principles (GAAP)

requires management to make certain estimates concerning assets, liabilities, revenues, and ex-
penses.
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R. Supplemental Programs Nonmajor Special Revenue Fund

The District, in its 2005 Comprehensive Annual Financial Report, presented for the first time sepa-
rate financial statements for the Supplemental Programs Nonmajor Special Revenue Fund. This
fund is intended to disclose District program activity that is not part of the normal funding structure
for public education school Districts in Utah and to provide information useful to financial statement
readers for comparability purposes with other Utah school Districts. The District believes this prac-
tice not only enhances understandability for external users, but improves fiscal management of the
related programs as well. The criteria used for determination of reporting in this fund are as follows:

» Funding sources in the néw special revenue fund are not derived from the normal state and
federal funding sources being used in most Utah school Districts.

+ Fund activity is not supported through District property tax levies.

+ Funds must be restricted through enabling legislation, grant agreements, or other externally
imposed restrictions from external local, state, or federal governments or agencies in order
to meet GAAP requirements for special revenue fund reporting.

+ The District Board of Education adopts an annual budget at the legal level for revenues and
expenditures for the activity to be accounted for in this fund.

The programs which are accounted for in this fund are as follows:

+ Oaksprings - educational services provided to students in the custody of the state at the
state hospital located in Provo City.

» Youth Connections - federal funding related to support services for at-risk youth specific to
Provo City demographics.

« Native American - federal funding related to support services for Native American students
specific to Provo City demographics.

» 21st Century - federal grant related to support services for at-risk youth specific to Provo City
demographics.

« Gear Up - federal grant directed towards providing post-high school education opportunities
for at-risk youth specific to Provo City demographics.

+ Utah County Prevention - pass through funds from the county to finance substance abuse
educational programs specific to Provo City demographics.

« Community Development Block Grant - pass through funds from Provo City to provide
support services to low-moderate income students.

S. Special Programs Agency Fund

The District, through its desire to support other local community programs as well as goals set by .
the Board of Education, provides accounting-related services to several independent entities. The
District serves only as a fiscal agent and has no fiscal accountability for these programs; conse-
quently, no budget is adopted by the Board of Education for these funds. Financial activity for these
entities are disclosed in the Special Programs Agency fund. A schedule of assets and liabilities for
each independent agency is provided in the Combining and Individual Fund Financial Statements

& Schedules section of this report on page 86. The entities included in this fund are described as
follows: :
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« Central Utah Enterprises - provides work opportunities to individuals with disabilities.

* USOE Reading Program - provides curriculum development, staff development, and
curriculum integration services for various schoal Districts around the state.

« USOE SOAR Program - provides educational services geared towards high school and
post-high school vocational education training for students.

» USOE Family Involvement Program - provides services related to family involvement in
education programs.

* Youth Services Programs - accounts for activities associated with the local Boys & Girls Club
and state workforce youth services.

» Local Interagency Council - committee organized of various state and local agencies
designed to provide services to at-risk youth.

* Brigham Young University Partnership - funds are managed by university specialists to
provide support services, research, staff development, and teacher recruitment for five
separate school Districts throughout the state.

» USOE Science - provides staff development and curriculum services for Districts state-wide.

» Utah Professional Development Center - receives federal funding to provide staff
development resources for school Districts in Utah serving special student populations.

* Project Read - provides literacy improvement programs to qualifying adults in the community.

* Boys and Girls Club of Utah County - provides assistance to students in the areas of the
arts, education and careers, character and leadership, heaith and life skills, sports, fitness,
and recreation

2. DEPOSITS AND INVESTMENTS
A Deposits

Deposits - Custodial Credit Risk - Custodial credit risk is the risk that in the event of a bank

failure, the District's deposits may not be returned to it. The District follows the requirements of the
Utah Money Management Act (Section 51, chapter 7 of the Utah Code) in handling its depository
and investing transactions. The District considers the actions of the Council to be necessary and
sufficient for adequate protection of its uninsured bank deposits. District funds are deposited in
qualified depositories as defined by the Act. The District does not have a deposit policy for custodial
credit risk. As of June 30, 2006, the District's exposure to custodial credit risk for deposits was as
follows:
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_ Balance
Depository Account Custodial Credit Risk June 30, 2006
Regular Checking Account Insured $ 46,466
Money Market . Insured and uncollateralized 112,832
$ 159,298

B. Investments

The District's investments are managed through participation in the Utah Public Treasurers’ Invest-
ment Fund and through a repurchase agreement arrangement with a local bank. The reported
value of the Public Treasurer’'s Pool is the same as the fair value of the pool shares. As of June 30,
20086, the District had the following investments:

Investment Original Fair Value
Maturities
Utah Public Treasurers’ Investment Fund 57 days average $ 11,426,586
Repurchase Agreement 44 days average 1,351,129
$12,777,715
Inv -In Rate Risk - The District does not have a formal investment policy that

limits investment maturities as a means of managing its exposure to fair value losses arising from
increasing interest rates. However, interest rate risk is managed by compliance to the Utah Money
Management Act which provides guidance for handling depository and investing transactions in
order to minimize interest rate risk.

Investments - Credit Risk - The District follows the requirements of the Utah Money Management
Act (Section 51, chapter 7 of the Utah Code) in handling its depository and investing transactions.
District funds are deposited in qualified depositories as defined by the Act. The Act also authorizes
the District to invest in the Utah Public Treasurers’ Investment Fund (PTIF), certificates of deposit,
U.S. Treasury obligations, U.S. agency issues, high-grade commercial paper, bankers’ acceptanc-
es, repurchase agreements, corporate bonds, restricted mutual funds, and obligations of govern-
mental entities within the State of Utah. The PTIF is invested in accordance with the Act. The State
Money Management Council provides regulatory oversight for the PTIF. The degree of risk of the
PTIF depends upon the underlying portfolio. The District's investment in the PTIF is not rated.

The Act and Council rules govern the financial reporting requirements of qualified depositories in
which public funds may be deposited and prescribe the conditions under which the designation of
a depository shall remain in effect. The District has no investment policy that would further limit its

investment choices.
Investments - Custodial Credit Risk. For an investment, custodial credit risk is the risk that, in the

event of the failure of the counter party, the District will not be able to recover the value of its invest-
ments or collateral securities that are in the possession of an outside party. The entire $1,351,129
invested in repurchase agreements consists of underlying securities which are held by the invest-
ment's counter party, not in the name of the District, and are not insured. The District's repurchase
agreements arrangement primarily invests in obligations of the United States Treasury, agencies or
financial instruments of the United States that meet allowable investments of the Utah Money Man-
agement Act. The District does not have an investment policy for custodial credit risk.
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3. PROPERTY TAXES

The budgeting and accounting for property taxes are accounted for on a modified-accrual basis, with ap-
propriate recognition of property taxes receivable at year-end. The District has recorded a corresponding
property tax deferral for taxes assessed January 1 but not due and collectible within thirty days of the end
of the fiscal year.

The property tax revenue of the District is collected and distributed by the Utah County Treasurer as an
agent of the District. Utah statutes establish the process by which taxes are levied and collected. The
county assessor is required to assess a lien on real property as of January 1 and compiete the tax rolls by
May 15. The District's Board of Education is required to adopt its initial budget for the next fiscal year by
June 22; this initial budget adoption establishes tax levy rates to provide resources to fund District opera-
tions for the next fiscal year beginning July 1. If the proposed District budget requires changes to levied
tax rates, which are above the tax levy rates certified by the Utah State Tax Commission, the District

may be required to meet specific due process requirements as outlined in Utah Truth-in-Taxation laws by
August 17. By July 21, the county auditor is to mail assessed value and tax notices to property owners.
Ataxpayer may then petition the County Board of Equalization between August 1 and August 15 for a re-
vision of the assessed value. The county auditor makes approved changes in assessed value by Novem-
ber 1 and on this same date the county auditor is to deliver the completed assessment rolls to the county
treasurer. Tax notices are mailed with a due date of November 30. Delinquent taxes are subject to a 2%
penalty, with a $10 minimum penalty. If delinquent taxes and penalties are not paid by January 15 of the
following year, these delinquent taxes, including penalties, are subject to an interest charge at an annual
rate equal to the federal discount rate plus 6%; the interest period is from January 1 until date paid.

Beginning January 1, 1992, an annual uniform fee based on the value of motor vehicles was levied in lieu
of an ad valorem tax on motor vehicles. This uniform fee was 1.5% of the fair market statewide value of
the property, as established by the State Tax Commission. Effective January 1, 1999, legislation required
motor vehicles be subject to an “age-based” fee that is due each time a vehicle is registered. The age-
based fee is for passenger type vehicles and ranges from $10 to $150 based on the age of the vehicie.
The revenues collected in each county from motor vehicle fees is distributed by the county to each taxing
entity in which the property is located in the same proportion in which revenue collected from ad valorem
real property tax is distributed. The District recognizes motor vehicle fees as property tax revenue when
the County collects it and remits the collections to the District.

4. INTERFUND BALANCES AND ACTIVITY

The composition of interfund balances as of June 30, 2006 is as follows:

Due From Fund Due-to Fund
{Receivable Fund) (Payable Fund) Amount
Supplemental Programs Nonmajor, Special Food Services Nonmajor 67,176
Revenue Fund Fund

$67,176

Interfund payables and receivables are financial resources that have been provided by various District
governmental and fiduciary funds and programs to provide for other various funds or programs.
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5. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2006 is as follows: |

Beginning
Governmental activities: Balance Increases Decreases Ending Balance
Capital assets, not being depreciated:
Land $ 6,228,328 $ - $ - $ 6,228,328
Construction in Progress 876,398 2,004,723 (2,881,121) -
Works of art 356,150 - - 356,150
Total capital assets, not being depreciated 7,460,876 2,004,723 (2,881,121) 6,584,478
Capital assets being depreciated:
Buildings and improvements 79,767,323 2,881,121 (863,394) 81,785,050
Furniture and equipment 7,697,389 1,642,003 (63,147) 9,276,246
Total capital assets, being depreciated 87,464,712 4,523,124 (926,541) 91,061,296
Accumulated depreciation for:
Buildings and improvements (31,797,850) (1,793,656) 643,349 (32,948,157)
Furniture and equipment (3.492,223) (1,204,634) 33,136 (4,663,721)
Total accumulated depreciation (35,290,073) (2,998,289) 676,484 (37,611,878)
Total capital assets, being depreciated, net 52,174,639 1,524,835 (250,056) 53,449,418
Governmental activities capital assets, net $ 59635515 $§ 3,520,558 $ (3,131,177) § 60,033,896

For the year ended June 30, 2006, depreciation expense was charged to functions of the District as
follows;

Fumiture & Buildings &
Equipment Improvements Total
Governmental activities:
Instruction $ (730563) $ (1,518,745) $ (2,249,308)
Support services:
Students (43,560) (71,499) (115,059)
Instructional staff (17,567) - (17,567)
General administration - (26,613) (26,613)
School administration (3,129) (24,621) (27,750)
Business (100,183) - (100,183)
Operation and maintenance of facilities (14,034) - (14,034)
Transportation (232,023) - (232,023)
School food services (51,863) (99,428) (151,290)
Community services (11,712) (52,750) (64,462)

Total depreciation expenses - governmental activities $ 51.204,6342 $ 51.793,6562 $ 52.998.289!
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6. LONG-TERM OBLIGATIONS

A. Changes In Long-term Obligations

Long-term liability activity for the year ended June 30, 2006 is as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental activities:
General obligation bonds payable:
General obligation bonds $ 33,270000 $ $ (2,235000) § 31,035000 § 2,340,000
Deferred amounts for issuance premium 1,593,986 (132,833) 1,461,163 -
Deferred amount on refunding (1,000,032) 83,336 (916,696) -
Total general obligation bonds payable, net 33,863,964 (2,284,497) 31,579,467 2,340,000
Lease revenue bonds 2,145,000 (390,000) 1,755,000 410,000
Obligations under capital leases 853,591 - (339,414) 514,177 344 252
Vacation payable 565,533 38,125 (40,282) 563,376 563,376
Early retirement payabie 6,437,298 1,444 422 (1,618,654) 6,263,068 2,041,044
Total govemmental activity i
{ong-term liabilities $ 43,865,386 $ 1482547 $ (4672847) § 40,675.086 $ 5,698,672

B. General Obligation Bonds Payable

Bonds payable at June 30, 2006, are comprised of the following general obligation issues and are
serviced by property tax revenues received by the debt service fund:

Current
Original Interest Rate Outstanding
Series Purpose Amount Range Final Maturity Date Balance
1997 Series G.O. Bonds School Building 22,500,000 4.25% to 5.25% June 15, 2017 890,000
1997 A Series G.O. Refunding Bonds Bond Refunding 9,480,000 3.85% t05.10% June 15, 2015 8,520,000
1998 Series G.O. Refunding Bonds Bond Refunding 4,950,000 3.40% to 4.15% June 15, 2013 3,710,000
2004 Series G.O. Refunding Bonds Bond Refunding 18,690,000 2.0%t050% June 15, 2017 17,915,000

Total General Obligation Bonds Payable as of June 30, 2006

S 51085000

Debt service requirements to maturity, including interest for the general obligation bonds payable,

are as follows:

Year Ending
June 30 Principal Interest Debt Service Fund
2007 2,340,000 1,451,083 3,791,083
2008 2,450,000 1,351,720 3,801,720
2009 2,565,000 1,235,907 3,800,907
2010 2,690,000 1,114,620 3,804,620
2011 2,820,000 985,555 3,805,555
2012- 2016 16,220,000 2,953,235 19,173,235
2017 1,950,000 97,500 2,047,500
$ 31,035000 § 9,189620 § 40,224,620
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C. Obligations Under Capital Lease

Accounting Information System - The District replaced its accounting information system soft-

ware and equipment during the year ended June 30, 2003. The accounting system replacement
was financed through a capital lease. The original amount of the lease was $769,000. Annual pay-
ments are typically financed through the District's capital projects fund, and future minimum lease
payments at June 30, 2006 are as follows:

Year Ending Capital Projects
June 30 Principal Interest Fund
2007 $ 161,450 $ 17,394 $ 178,844
2008 169,925 8,919 ' 178,844
Total Minimum Lease Payments 357,688
Amount Representing Interest (26,313)
Present Value of Minimum Lease Payments § 331,375

Instructional Computers - During fiscal year 2005, the District entered into a lease agreement to
fund an original amount of $568,817 of instructional computers for multiple schools. Annual pay-
ments are typically financed through the District's capital projects fund, and future minimum lease
payments at June 30, 2006 are as follows:

Year Ending Capital Projects
June 30 Principal Interest Fund
2007 $ 182,802 $ 12,796 $ 195,598
Amount Representing Interest (12,796)
Present Value of Minimum Lease Payments § 182,802

D. Obligation Under Lease Revenue Bond

The District obtained funding through a lease revenue bond finance agreement in June 2002 to
compiete the construction of, and to furnish and equip, Spring Creek and Amelia Earhart Elemen-
tary Schools. The original obligation was $4.2 million. The agreement was based upon a ten-year
long-term obligation and variable interest rate arrangement. The variable interest rate is based
upon a weekly interest investment rate determined by the market. The annual amounts to be
serviced by the capital projects fund, based upon projected variable interest rates (3.0%) are the

following:
Year Ending Estimated Capital Projects

June 30 Principal Interest Fund
2007 410,000 52,650 462,650
2008 425,000 40,350 465,350
12009 450,000 27,600 477,600
2010 470,000 14,100 484,100
$ 1,755,000 134700 $ 1,889,700
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E. Combined Maturities on Long-Term Borrowings

The combined aggregate amounts of maturities on all long-term borrowing (General Obligation
Bonds, Lease Revenue Bonds, and Capital Lease) are as follows:

Year Ending
June 30 Principal Interest Total
2007 $ 3094252 $ 1533923 § 4,628,175
2008 3,044,925 1,400,989 4,445 914
2009 3,015,000 1,263,507 4,278,507
2010 3,160,000 1,128,720 4,288,720
2011 2,820,000 985,555 3,805,555
2012 - 2016 16,220,000 2,853,235 19,173,235
2017 1,950,000 97,500 2,047,500

$ 33304177 § 9363429 § 42,667,606

7. SHORT-TERM OBLIGATIONS

During the year, the District issued a Board approved tax anticipation note in order to cover projected
cash shortfalls during the year. The projected cash shortfalls were mainly due-to the timing differences
between the time that on-going expenditures occur, but before the time the District receives property tax
revenues raised to fund these on-going expenditures. The proceeds from the tax anticipation note were
accounted for as a fund liability in the capital projects fund and were repaid before June 30. The tax
anticipation note carried an interest rate of 3.25 percent, and total interest and fees were $72,599. The
following summarizes the activity for the tax anticipation note liability for the year ended June 30, 2006:

Beginning Ending
Balance Proceeds Repayment Balance
Tax anticipation note $0 $ 4,002,500 $ 4,002,500 $0

8. RETIREMENT PLANS
A. Defined Benefit Plan

The District contributes to the State and School Contributory Retirement System and State and
School Noncontributory Retirement System (collectively, the Systems) which are cost-sharing mul-
tiple-employer defined benefit pension plans administered by the Utah Retirement Systems (URS).
URS provides refunds, retirement benefits, annual cost of living adjustments, and death benefits to
plan members and beneficiaries in accordance with retirement statutes.

The Systems are established and governed by the respective sections of Chapter 49 of the Utah
Code Annotated 1953, as amended. The Utah State Retirement Act in Chapter 49 provides for the
administration of the URS and plans under the direction of the Utah State Retirement Board whose
members are appointed by the Governor. The Systems issue a publicly available financial report
that includes financial statements and required suppiementary information for the Systems. Acopy
of the report may be obtained by writing to the Utah Retirement Systems, 540 East 200 South, Salt
Lake City, UT 84102 or by calling 1-800-365-8772.

Funding Policy. Plan members in the State and School Contributory Retirement System are re-

quired to contribute 1.00% of annual covered salary, and the District contributes 13.89% of annual
covered salary. For employees participating in the State and School Noncontributory System, the
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District contributes 13.38% of annual covered salary. The contribution rates are the actuarially
determined rates. The contribution requirements of the Systems are authorized by statute and
specified by the Utah State Retirement Board; amendments to the plans provisions and contribution
requirements must be authorized by statute and the Utah State Retirement Board.

Provo City School District contributions (including employee contributions paid by the employer) to

_the State and School Contributory Retirement System for the years ended June 30, 2006, 2005,
and 2004 were $138,155, $142,061, and $123,092, respectively, and for the Noncontributory Retire-
ment System the contributions for June 30, 2006, 2005, and 2004 were $6,049,604, $6,110,398,
and $5,276,050, respectively. The contributions were equal to the required contribution for each
year.

B. Defined Contribution Plans

The District also participates in a defined contribution plan under internal Revenue Code Sec-
tion 401(k) to supplement retirement benefits accrued by participants in the Systems. Employees
covered by the State and School Noncontributory Retirement System have a contribution of 1.5% of
covered salaries automatically made by the District. Employees participating in the Systems can
make additional contributions to the 401(k) plan up to specified limits. Contributions and eamings

. may be withdrawn by the employee upon termination or may be used as supplemental income upon

. retirement. District contributions made for employees for the years ended June 30, 2006, 2005, and

2004 were $836,976, $822,504, and $800,200, respectively; the employee contributions for years
ended June 30, 2006, 2005, and 2004 were $835,983, $817,263, and $742,957, respectively. The
401(k) plan funds are fully vested to the participants at the time of deposit. Plan assets are admin-
istered and held by URS. The contribution requirements of the Systems are authorized by statute
and specified by the Utah State Retirement Board; amendments to the plans provisions and contri-
bution requirements must be authorized by statute and the Utah State Retirement Board.

The District also offers its employees a deferred compensation plan created in accordance with
Internal Revenue Service Code Section 457. The plan, available to all full-time employees, per-
mits them to defer a portion of their salary until future years. Employees are eligible to voluntarily
participate from the date of employment and are vested immediately upon participation. Employee
contributions to the Section 457 plan totaled $88,136 for the year ended June 30, 2006. The assets
of the plan are administered and held by URS and a third-party administrator.

C. Early Retirement Incentive

The District provides a voluntary early retirement incentive program. Eligibility is restricted to those
employees hired prior to September 1, 2005, and have a minimum of 12 years of service in the
District who retire under provisions of the Utah State Employee’s Retirement Act. Those, qualifying
under this program that choose to retire early, may receive a salary benefit for up to five years and
a health and accident benefit up to eight years. Benefits vary based upon years of service, posi-
tion on salary schedule, and employee classification. This liability is paid from the fund from which
the employee retires, payments in 2006 were $1,618,654. Liability estimates include the following
factors: :

+ 6 percent annual future value increase in insurance costs.

« 1 percent annual future value increase in stipend costs.

« 3 percent discount factor equivalent to current annual asset investment earnings.
Please see Note 6 for details regarding the early retirement obligation amount.

D. Post Employment Health care Benefit Obligation

The District provides a life-time Medicare supplementa\ insurance benefit for retired employees

54 Provo City School District




000 0000000000000 0000000000000O00CO0C0FOCO0COCFCOCOFOCYO0T°

PROVO CITY SCHOOL DISTRICT
Notes to Basic Financial Statements
June 30, 2006

who have completed at least 20 years of service as of January 1, 2005; the plan also provides
coverage for spouses of employees who have completed 30 years of service by January 1, 2005.
There are approximately 430 retirees receiving benefit coverage in addition to 130 present employ-
ees (and spouses) who have earned vested coverage upon retirement.

An actuarial study was completed as of July 1, 2005 that reflects an accrued liability of $14,412,265
million for the Medicare supplement and $4,645,861 million for the insurance associated with those
retirees (and spouses) who have not reached age 65 as well as current employees (and spouses)
who have vested eligibility. The annual recommended contribution (assuming 30 year amortization)
was reported to be $1,306,181. The District contributed $0 for retiree benefits during fiscal year
2006. Negotiations by the District OPEB committee have resulted in a solid funding plan.

9. GRANTS - CONTINGENT LIABILITY

The District receives significant financial assistance from federal and state governmental agencies in the
form of grants. The disbursements of funds received under these programs generally requires compli-
ance with terms and conditions specified in the grant agreements and are subject to audit by the District's
independent auditors and other govemmental auditors. Any disallowed claims resulting from such audits
could become a liability of the general fund or other applicable fund. As of September 22, 2006, the
District had not received any notification from any grant providing agency or government identifying any
noncompliance liabilities associated with past District grant awards.

10. DESIGNATED FOR UNDISTRIBUTED RESERVE

Utah State law (53A-19-103) allows for the establishment of an undistributed reserve. The Board must
authorize expenditures from the undistributed reserve. This reserve is for contingencies. According to
State law, the District may not use undistributed reserves in the negotiation or settiement of contract
salaries for District employees. The undistributed reserve may not exceed 5% of the current fiscal year's
total general fund budgeted expenditures. Use of the reserve requires a written resolution adopted by a
majority vote of the Board filed with the Utah State Board of Education and State Auditor.

11. LITIGATION AND LEGAL COMPLIANCE

The District is involved in claims arising in the normal course of business. It is not possible to state the
ultimate liability, if any, in these matters. These claims are generally insured through the District’s risk
management insurance and are investigated by the District's insurance representatives and defended by
the State Attorney General's office. In the opinion of management, such litigation will have no material
effect upon the financial operations of the District.

12. SUBSEQUENT EVENT - VOTED BOND AND LEEWAY

On June 27, 2006, the citizens of Provo City approved the issuance of new general obligation bonds and
an increase in the vated leeway levy for the District. The bonds will be issued over a 3 year period. The
first issuance was for $9.5 million on September 12, 2006. The purpose for the leeway and issuance of
new bonds is for remodeling, one new school and a rebuild of Timpanogos Elementary.
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PROVO CITY SCHOOL DISTRICT
Notes to Basic Financial Statements
June 30, 2006

13. RISK MANAGEMENT

A.' Property and Liability Insurance Coverage

The District maintains insurance coverage for general, automobile, personal injury, errors and
omissions, employee dishonesty, and malpractice liability through policies administered by the
Utah State Risk Management (Fund). The District aiso insures its buildings and contents against
all insurable risks of direct physical loss or damage with the fund. The Fund is a public entity risk
pool operated by the state for the benefit of the state and local governments within Utah. Thisis a
pooled arrangement where the participants’ pay experienced rated annual premiums, which are de-
signed to pay claims and build sufficient reserves so that the pool will be able to protect the partici-
pating entities with its own capital. The pool re-insures sizeable losses to preserve the capital base.
During fiscal year ended June 30, 2006, there were no significant reductions in coverage. Settled
claims resulting from these risks have not exceeded commercial insurance coverage in any of the
past three fiscal years.

B. Worker's Compensation & Long-Term Disability Insurance Coverage

The District participates in the Utah School Boards Risk Management Mutual Insurance Association
which is a risk pool for workers’ compensation. The District has purchased commercial insurance
for other risks of loss including employee health and accident insurance. Unemployment compen-
sation is handled on a cost of benefits reimbursement basis with the state of Utah. During the fiscal
year ended June 30, 2006, there were no significant reductions in coverage. Settled claims result-
ing from these risks have not exceeded commercial insurance coverage in any of the past three
fiscal years. :

C. Self-Insured Short-Term Disability Coverage

The District is self-insured for certain short-term disability benefits. The unpaid claims are included
in the accounts payable of the statement of net assets and are not reported in governmental fund
statements. Liabilities are based on the estimated total cost of settling claims using past experience
adjusted for current trends. This liability is the District's best estimate based on available informa-
tion. There were no cases that occurred prior to June 30, 2006, which have not been resolved.
Liabilities are reported when it is probable that a loss has occurred and the amount of the loss can
be reasonably estimated. Changes in the balances of claims liabilities during the years ended June
30, 2006 and 2005 are listed as follows:

2006 2005
Unpaid claims at beginning of year §- $-
Incurred & Paid claims 93,539 96,273
Unpaid claims at end of year $- $-

14. JOINT VENTURE - RECREATION CENTER

56

Since 1977, the District has contractually agreed with Provo City to jointly fund the operation of a rec-
reation center on District property near Provo High School. The construction costs were shared jointly

by both entities; both entities jointly share operational expenditures each year. During fiscal year 2006,
Provo City School District remitted $119,676 to Provo City for its share of operational costs; this amount is
reported as an expenditure in the Non K-12 Instruction governmental fund. The facility provides student
access for curricular and extra-curricular activities as well as community access. The agreement also
provides for a residual equity interest in the building, and the building reverts back to the District 100
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PROVO CITY SCHOOL DISTRICT

Notes to Basic Financial Statements

June 30, 2006

years from the original inception of the agreement.

Audited financial statements for Provo City can be obtained through the Utah State Auditor’s internet web
site at http://www.sao.state.ut.us/reports/igfs.htm. Audited financial statements can also be obtained from
Provo City's Department of Finance, 351 West Center, Provo, Utah, 84601, (801) 852-6506.

156. RESERVED FUND BALANCES & RESTRICTED NET ASSETS -

OTHER RESTRICTED PROGRAMS

The District receives revenues, primarily from the state of Utah, for restricted programs. Some of these
revenue sources have legally imposed restrictions narrower than the purpose of the governmental fund in
which they are reported in. Consequently, the District reports the end of year residual balances associ-
ated with these funds as reserved fund balances. Additionally, these restrictions are based upon enabling
legislation; the same amounts are reported as restricted net assets in the government-wide financial

statements. The residual balances at year end are the following:

Class Size Reduction General Fund
Transportation to and from school General Fund
Special education General Fund
Special education Non K-12 instruction
Adult education Non K-12 instruction
At-risk program General Fund
Advanced placement General Fund
Gifted and talented General Fund
Concurrent enroliment General Fund
Highly impacted schools General Fund
UPASS General Fund
Math/science teacher recruitment General Fund
Youth in Custody General Fund
Special transportation levy General Fund
Tort liability General Fund

Total other restricted programs residual balances
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$317,786
61,082
713,736
35,716
39,225
35,803
21,608
15,401
173,706
815
1133
5,217
49,499
260,798

18,829

$1,750,413
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General
Fund

Debt
Service

Fund

Capital
Projects
Fund

This fund services primary on-going operations of the District. It is used to account for

activity and financial resources that are not required to be accounted for in other funds.

The Debt Service Fund is used to account for the accumulation of resources for and
payment of principal, interest, and related costs for general obligation debt.

The Capital Projects Fund accounts for the acquisition, improvement, and construction
of capital assets and equipment not being financed by other funds.
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PROVO CITY SCHOOL DISTRICT

Comparative Balance Sheets

General Fund
June 30, 2006
With Comparative Totals for 2005

Assets:
Cash and investments
Receivables:
Property taxes
Local
Federal
Due from other funds
Inventories

Total assets

Liabilities and fund balances:
Liabilities:
Accounts payable
Payroll and related payables
Deferred-revenue:
Property taxes
QOther local
Federal

Total liabilities

Fund balances:
Reserved for:
Inventories
Other restricted programs
Unreserved, undesignated

Total fund balances

Total liabilities and fund balances
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2006 2005

'§ 3825845 § 2300453

10,057,405 9730313

152,343 -
4,036,946 2,709,011
- 200,000
66,448 74,316

$ 18,138,987  § 15,023,093

§ 1585321 § 1642488
1,162 467 1,163,893

10,293,535 8,958,697
34,740 28,950
18,976 16,858

13,085,039 11,810,896

66,448 74316
1.711,188 1,936,733
3,276,312 1,202,148

5,093,948 3,212,197

$18138,987  §15023,093
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PROVO CITY SCHOOL DISTRICT

Schedule of Revenues, Expenditures, and Changes in Fund Balances

Budget and Actual

General Fund
Year Ended June 30, 2006
With Comparative Totals for 2005

Revenues:

Local sources:
Property taxes
Interest
Other local

State

Federal

Total revenues

Expenditures:
Salaries
Employee benefits
Purchased services
Supplies
Property
Other

Total expenditures

Excess of revenues over
(under) expenditures

Other financing sources (uses):

Sale of capital assets

Proceeds from insuranoe recoveries
Total other financing sources

(uses)

Net change in fund balances

Fund balances - beginning
Fund balances - ending

2006 2005
Variance with
Final Budget -

Budgeted Amounts Actual Positive Actual
Original Final Amounts {Negative) Amounts
$ 12,886,000 $ 12,781,000 $ 12801543 § 20,543 $ 12,540,548

300,000 600,000 729,013 129,013 393,903
2,289,272 2,098,530 1,360,680 (737,850) 1,901,893
47,693,553 46,492,084 46,639,740 147,656 46,131,313
5,253,979 8,333,385 8,379,546 46,161 6,415,614
68,422,804 70,304,999 69,910,522 (394,477) 67,383,271
45,913,691 45,491,013 43,689,456 1,801,557 44,974,873
17,145,034 17,019,941 16,634,036 385,905 15,873,200
2,981,241 3,283,302 3,318,309 (35,007) 2,670,626
2,724,292 4,227,383 3,722,083 505,300 2,805,045
687,935 1,030,398 1,232,122 (201,724) 804,134
(811,514) (939,330) (527,235) (412,095) {656,883)
68,640,679 70,112,707 68,068,771 2,043,936 66,470,995
(217,875) 182,292 1,841,751 1,649,459 912,276

- - - - 2,500

- - - - 21,171

- - - - 23,671
(217,875) 192,292 1,841,751 1,649,459 935,947
3,212,197 3,212,197 3,212,197 - 2,276,250
$ 2994322 § 3404489 $ 5053948 § 1,649459 $ 3212197
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PROVO CITY SCHOOL DISTRICT
Comparative Balance Sheets

Debt Service Fund
June 30, 2008
With Comparative Totals for 2005

Assets:
Cash and investments
Receivables:
Property taxes

Total assets

Liabilities and fund balances:
Liabilties:
Deferred revenue:
Property taxes

Total liabilties

Fund Balances:
Unreserved, undesignated
Total fund balances

Total liabilties and fund balances
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2006 2005

§ 1068302 § 931108

3,166,259 2,808,267
§ 424%1 § 3739370

§ 2903759 § 2764542
2,993,759 2,764 542

1,240,802 974,828
1,240,802 974828

§ 424561 § 3730310
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PROVO CITY SCHOOL DISTRICT

Schedule of Revenues, Expenditures, and Changes in Fund Balances

- Budget and Actual

Debt Service Fund
Year Ended June 30, 2006
With Comparative Totals for 2005

Revenues:
Local sources:
Property taxes
Interest

Total revenues

Expenditures:
Debt service:
Principal retirement
Interest and fiscal charges

Total expenditures

Excess of revenues over
(under) expenditures / net
change in fund balances

Fund balances - beginning
Fund balances - ending
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2006 2005
Variance with
Final Budget -
Budgeted Amounts Actual Positive Actual
Original Final Amounts _(Negative) Amounts

$ 4022000 § 4037000 $ 4044078 $ 7.078 $ 3,871,385

4,022,000 4,037,000 4,044,078 7,078 3,871,385
2,235,000 2,235,000 2,235,000 - 1,815,000
1,645,000 1,645,000 1,543,104 101,896 1,879,435
3,880,000 3,880,000 3,778,104 101,896 3,794,435
142,000 157,000 265,974 108,974 76,950
974,828 974,828 974,828 - 897,878

$ 1116828 § 1131828 § 1240802 § 108,974 $ 974,828
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PROVO CITY SCHOOL DISTRICT
Comparative Balance Sheets

Capital Projects Fund
June 30, 2006
With Comparative Totals for 2005

Assets:
Cash and investments
Receivables:
Note Receivable
Property taxes

Total assets

Liabilities and fund balances:
Liabilities:
Accounts payable
Payroll and related payables
Deferred revenue:
Other Local
Property taxes

Total liabilities

Fund balances:
Unreserved, undesignated

Total fund balances
Total liabilties and fund balances

2006 2005

§ 5573585 § 5133904

5,700,000 -
5,824,532 5,375,071

$17,008117  $ 10508975

§ w4 5 136010
21,585 94,847

5,700,000 .
5,901,944 5,290,556

11,464,843 5481413

5,633,274 5,027,562

5,633,274 5,021,562

$17.098117  § 10508975

Provo City School District




PROVO CITY SCHOOL DISTRICT

Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual

Capital Projects Fund
Year Ended June 30, 2006
With Comparative Totals for 2005

2006 2005
Variance with
Final Budget -
Budgeted Amounts Actual Positive Actual
Original Final Amounts {Negative) Amounts
Revenues:
Local sources:
Property taxes $ 6510000 $ 6601000 $ 6556000 $ (45000) $ 7,408,371
Interest 30,000 . 30,000 - {(30.000) 3,883
Other local 63,000 - 10,307 10,307 -
State sources - - 34,896 34,896 -
Total revenues 6,603,000 6,631,000 6,601,203 (29,797) 7,412,254
Expenditures:
Current:
Salaries 344,112 1,014,721 960,036 54,685 393,341
Employee benefits 107,165 335,865 324,732 11,133 107,591
Purchased services 1,112,104 1,108,617 986,794 121,823 1,154,321
Supplies 2,931,988 2,356,830 2,324,299 32,531 2,871,165
Property 1,130,569 1,858,054 1,319,939 538,115 2,031,685
Other 8,768 50,000 44,407 5,593 2,827
Debt service:
Principal retirement 544,000 544 000 729,414 (185,414) 715,748
Interest and fiscal charges 195,000 195,000 168,504 26,496 163,032
Total expenditures 6,373,706 7,463,087 6,858,125 604,962 7,439,710
Excess of revenues over
(under) expenditures 229,294 (832,087) (256,922) 575,165 (27,456)
Other financing sources (uses):
Proceeds from sale of school - 863,000 770,801 (92,199) 247,342
Obligations under capital leases - 492,000 91,833 (400,167) 568,817
Proceeds from insurance recoveries - - - - 6,734
Total other financing sources
(uses) - 1,355,000 862,634 (492,366) 822,893
Net change in fund balances 229,294 522,913 605,712 82,799 795,437
Fund balances - beginning 5,027,562 5,027,562 5,027,562 - 4,232,125
Fund balances - ending $ 5266856 $ 5550475 § 5633274 § 82,799 $ 5,027,562
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Non K-12
Instruction

Fund

Supplemental
Programs

Fund

Food
Services

Fund

Foundation
for Excellence

This special revenue fund accounts for restricted programs outside of the normal K-12
functions of the District. This fund includes preschool, adult education, and community
recreation programs.

This special revenue fund accounts for financial resources that are a) restricted by en-
abling legislation, b) are not available to all Utah public school Districts, c) are unique
funding sources to the District, or d) are not funding sources used to support primary
functions of the District.

This special revenue fund accounts for the restricted funding sources and operations
of the school lunch and breakfast programs.

This special revenue fund accounts for the contributions and activities of the founda-
tion.
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PROVO CITY SCHOOL DISTRICT
Combining Balance Sheet

Nonmajor Governmental Funds
June 30, 2006

Assets:
Cash and investments
Receivables:
Property taxes
Other local
State
Federal
Due from other funds
Inventories

Total assets

Liabilities and fund balances:
Liabilities:
Accounts payable
Payroll and related payables
Due to other funds
Deferred revenue:
Property taxes
Other local
State
Federal

Total liabilities

Fund balances:
Reserved for:
Inventories
Other restricted programs
Unreserved, undesignated

Total fund balances

Total liabilities and fund
balances

68

Special Revenue Funds

Provo City Total
. School School District Nonmajor
Non K-12 Supplemental Food Foundation Governmental
Instruction Programs Services for Excellence Funds
$ 71,160 § - $ 1307031 § 356,772 § 1,734,963
626,341 - - - 626,341
225,366 - 8.622 - 233,988
30,243 342,088 60,875 - 433,206
- - 67,176 - 67,176
- - 137,293 - 137,293
$ 953,110 § 342,088 $ 1580997 § 356,772 $ 3,232,967
$ 73854 § 8778 § 25187 % - $ 107,819
57,166 190,274 33,747 - 281,187
- 67,176 - - 67,176
571,163 - - - 571,163
- 16,811 - - 16,811
702,183 283,039 58,934 - 1,044,156
- - 137,293 - 137,293
39,225 - - - 39,225
211,702 58,049 1,384,770 356,772 2,012,293
250,927 59,049 1,522,063 356,772 2,188,811
$ 953,110 $ 342088 $ 1580997 § 356,772 § 3.232,967
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PROVO CITY SCHOOL DISTRICT
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances
Nonmajor Governmental Funds

Year Ended June 30, 2006

Revenues: .

Local sources:
Property taxes
Contributions
Food service sales
Interest
Other local

State

Federal

Total revenues

Expenditures:
Current:

Instructional services

Supporting services:
Students
Instructional staff
School administration
Business
Other

School lunch services

Community services

Total expenditures
Net change in fund balances

Fund balances - beginning
Fund balances - ending

Special Revenue Funds

Provo City Total
School School District Nonmajor

Non K-12 Supplemental Food Foundation Governmental

Instruction Programs Services for Excellence _ Funds
$ 1290234 § - $ - $ - $ 1,290,234
- - - 296,456 296,456
- - 1,082,502 - 1,082,502
- - - 5123 5123
74,944 816 39,037 1,087 115,884
1,333,567 1,165,346 455,868 - 2,954,781
402,158 1,220,530 2,597,149 - 4,219,837
3,100,903 2,386,692 4,174,556 302,666 9,964,817
- 2,077,168 - - 2,077,168
- 42,195 - - 42,195
- 485 - - 485
- 165,321 - - 165,321
- 12,865 - - 12,865
- 12,865 - 205,068 217,933
- - 3,778,134 - 3,778,134
3,036,144 41,898 - - 3,078,042
3,036,144 2,352,797 3,778,134 205,068 9,372,143
64,759 33,895 396,422 97,598 592,674
186,168 25,154 1,125,641 259,174 1,596,137
$ 250927 § 59049 $ 1522063 $ 356,772 $ 2,188,811
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PROVO CITY SCHOOL DISTRICT
Comparative Balance Sheets

Non K-12 Instruction
Nonmajor Special Revenue Fund
June 30, 2006

With Comparative Totals for 2005

Assets:
Cash and investments
Receivables:
Property taxes
State
Federal

Total assets

Liabilities and fund balances:
Liabilities:
Accounts payable
Payroll and related payables
Deferred revenue:
Property taxes

Total liabilities

Fund balances:
Reserved for:
Other restricted programs
Unreserved, undesignated

Total fund balances

Total liabilities and fund balances
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2006 2005

$ 71160 § 29,841

626,341 545,909
225,366 159,626
30,243 55,069

$ 953110 § 790445

$§ 73854 § 17,39

57.166 58,884
571163 527.997
702,183 604277

39,225 37,537
211,702 148,631
250,927 186,168

$ 953110 § 790445

Provo City School District
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PROVO CITY SCHOOL DISTRICT
Schedule of Revenues, Expenditures, and Changes in Fund Balances

Budget and Actual
Non K-12 Instruction

Nonmajor Special Revenue Fund

Year Ended June 30, 2006

With Comearative Totals for 2005

Revenues:

Local sources:
Property taxes
Interest
Other local

State

Federal

Total revenues

Expenditures:
Salaries
Employee benefits

Purchased services

Supplies

Property
Other

Total expenditures

Excess of revenues over
(under) expenditures / net
change in fund balances

Fund balances - beginning
Fund balances - ending
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2006 2005
Variance with
Final Budget -

Budgeted Amounts Actual Positive Actual
Original Final Amounts (Negative) Amounts
$ 1288000 § 1287000 § 1290234 § 3234 § 739338
121,835 121,835 74,944 (46,891) 74,018
1,504,198 1,542,577 1,333,567 (209,010) 1,324,148
124,398 129,025 402,158 273,133 429,689
3,038,431 3,080,437 3,100,903 20,466 2,567,191
1,549,510 1,609,758 1,699,560 (89,802) 1,672,320
352,510 431,333 465,251 (33,918) 437,641
448 184 402,546 418,585 (16,039) 388,660
154,066 300,466 312,963 (12,497) 141,051
25,383 29,332 97,332 (68,000) 13,023
485,230 338,144 42,453 295,691 139,286
3,014,883 3,111,578 3,036,144 75,435 2,791,981
23,548 (31,142) 64,759 95,901 (224,790)
186,168 186,168 186,168 410,958
$ 209716 § 155026 § 250027 § 95901 § 186,168



PROVO CITY SCHOOL DISTRICT
Comparative Balance Sheets

Supplemental Programs
Nonmajor Special Revenue Fund
June 30, 2006

With Comearative Totals for 2005
. ]
2006 2005
Assets:
Cash and investments $ - $ 23,340
Receivables:
State - 23,764
Federal 342,088 259,834
Total assets ‘ - § 342,088 $ 306,938
Liabilities and fund balances:
Liabilities:
Accounts payable - $ 8,778 $ 22,523
Payroll and related payables _ 190,274 56,608
Due to other funds 67,176 200,000
Deferred revenue;
Other local - 2,653
Federal 16,811 -
Total liabilities 283,039 281,784
Fund balances:
Unreserved, undesignated 59,049 25,154
Total fund balances 59,049 25,154
Total liabilities and fund balances $ 342,088 $ 306,938

Provo City School District
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PROVO CITY SCHOOL DISTRICT
Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual '
Supplemental Programs

Nonmajor Special Revenue Fund

Year Ended June 30, 2006
With Comparative Totals for 2005

2006 2005
Variance with
Final Budget -
Budgeted Amounts Actual Positive Actual
Original Final Amounts (Negative) Amounts
Revenues:
Local sources:
Property taxes $ - $ - $ - $ - $ -
Other local - - 816 816 2,475
State 1,207,748 1,160,811 1,165,346 4,535 1,183,432
. Federal 1,103,608 1,250,256 1,220,530 (29,726) 2,518,291
Total revenues 2,311,356 2,411,067 2,386,692 (24,375) 3,704,198

Expenditures:

" Salaries 574,900 1,350,576 1,360,832 (10,256) 2,183,896
Employee benefits 101,064 372,929 381,052 (8,123) 567,695
Purchased services 98,369 132,188 63,950 68,238 401,604
Supplies 1,258,333 100,503 138,625 (38,122) 242,892
Property 5,000 50,589 31,648 18,941 22,482
Other 254,555 379,254 376,690 2,564 297,330

Total expenditures 2,292,221 2,386,039 2,352,797 33,242 3,715,899
Excess of revenues over
{under) expenditures / net
change in fund balances 19,135 25,028 33,895 8,867 (11,701)
Fund balances - beginning 25,154 25,154 25,154 - 36,855
Fund balances - ending $ 44280 § 50,182 § 59049 § 8,867 $ 25,154
E _— ——— ;¢ ;B ;@ ________J} "}
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PROVO CITY SCHOOL DISTRICT
Comparative Balance Sheets
Food Services

Nonmajor Special Revenue Fund

June 30, 2006
With Comparative Totals for 2005

Assets:

Cash and investments
Receivables:

Local

State

Federal

Due from other funds
Inventories

Total assets

Liabilities and fund balances:
Liabilities:
Accounts payable
Payroll and related payables

Total liabilities

Fund balances:

Reserved for:

Inventories
Unreserved, undesignated

Total fund balances
Total liabilities and fund balances

74

2006 2005

$ 1,307,031 $ 1,003,593

- 1,946
8,622 7,936
60,875 59,452
67,176 -
137,293 131,298

$ 1,580,997 § 1,204,225

$§ 25187 § 42,349

33,747 36,235
58,934 78,584
137,293 131,298
1,384,770 994,343
1,622,063 1,125,641

$ 1,580,997 $ 1,204,225
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PROVO CITY SCHOOL DISTRICT
Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual

Food Services

Nonmajor Special Revenue Fund
Year Ended June 30, 2006

With Comparative Totals for 2005

2006 2005
Variance with
Final Budget -
Budgeted Amounts Actual Positive Actual
Original Final Amounts (Negative) Amounts
Revenues:
Local sources:
Food service sales $ 973050 § 1047600 $ 1,082,502 $ 34,902 $ 1,047,469
Interest - - - - -
Other focal 36,000 25,100 39,037 13,937 33,994
State 380,000 385,000 455,868 70,868 457,994
Federal 2,368,400 2,468,500 2,597,149 128,649 2,697,468
Total revenues 3,757,450 3,926,200 4,174,556 248,356 4,236,925
Expenditures:
Salaries 1,360,878 1,481,163 1,453,899 27,264 1,572,274
Employee benefits 421515 501,400 456,948 44,452 499,304
Purchased services 75,400 93,138 93,935 (797) 75,959
Supplies 160,650 188,973 140,258 48,715 179,147
Food 1,219,462 1,284,650 1,271,701 12,949 1,221,583
Property 102,000 142,000 49,859 92,141 190,087
Other 417 545 300,055 311,534 (11,479) 269,194
Total expenditures . 3,757,450 3,991,379 3,778,134 213,245 4,007,548
Excess of revenues over
(under) expenditures / net
change in fund balances - (65,179) 396,422 461,601 229,377
Fund balances - beginning 1,125,641 1,125,641 1,125,641 - 896,264
Fund balances - ending $ 1,125,641 $ 1060462 $ 1,522,063 § 461,601 $ 1,125,641
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PROVO CITY SCHOOL DISTRICT
Comparative Balance Sheets

Provo City School District Foundation for Excellence
Nonmajor Special Revenue Fund
June 30, 2006

76

With Comparative Totals for 2005

2006 2005
Assets:

Cash and investments $ 356,772 $ 259174
Total assets $ 356,772 $ 259174

Fund balances:

Reserved for:
Unreserved, undesignated 356,772 259,174
Total fund balances 356,772 259,174
Total liabilities and fund balances $ 356,772 $ 259174

Provo City School District
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PROVO CITY SCHOOL DISTRICT

Schedule of Revenues, Expenditures, and Changes in Fund Balances
Provo City School District Foundation for Excellence

Nonmajor Special Revenue Fund
Year Ended June 30, 2006

With Comgarative Totals for 2005

2006 2005
Variance with
Final Budget -
Budgeted Amounts Actual Positive Actual
Original Final Amounts {Negative) Amounts
Revenues:
Local sources:
Contributions $ 280,000 $ 280,000 $ 296,456 $ 16,456 $ 169,023
Interest - - 5,123 5,123 1,915
Other local - - 1,087 1,087 600
Total revenues 280,000 280,000 302,666 22,666 171,538
Expenditures:
Purchased services 225,028 225,028 205,068 19,960 135,886
Total expenditures 225,028 225,028 205,068 19,860 135,886
Excess of revenues over
(under) expenditures / net
change in fund balances 54,972 54,972 ‘97,598 42,626 35,652
Fund balances - beginning 259,174 259,174 259,174 - 223,522
Fund balances - ending $ 314,146 $ 314,146 $ 356,772 $ 42,626 $ 259,174
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Fiduciary Funds (Agency Funds)

Fiduciary funds account for assets held by the Districtin a trustee capacity or as an agent
on behalf of others.

Agency funds are custodial in nature and do not present results of operations or have a
measurement focus. Agency funds are accounted for using the modified-accrual basis of
accounting. These funds are used to account for assets the District holds for others in an
agency capacity.

This fund accounts for the receipt and disbursement of monies of student activity
organizations and other custodial type transactions within schools.

This fund accounts for assets held by the District for local independent smaller entities
and agencies. The District provides services such as payroll and accounts payable for
these entities but has no legal control, responsibility and accountability requirements for
how these entities use their resources.

Provo City School District




PROVO CITY SCHOOL DISTRICT

Combining Statement of Fiduciary Fund Assets and Liabilities

June 30, 2006
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Assets:
Cash and investments
Receivables:
Other local
State
Federal

Total assets

Liabilities:
Due to student organizations
Accounts payable
Payroll and related payables
Due to other entities

Total liabilities

Comprehensive Annual Financial Report

Agency Funds
School Special

Activities Programs Total
$ 550450 § (925,161) (374,711)
1,119,684 127 498 1,247,182
- 204,818 204 818
4346 873 4,346,873
$ 1670134 § 3754028 5,424 162
$ 1670134 § 1,670,134
3,754,028 3,754,028
$ 1670134 § 3,754,028 5,424,162
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PROVO CITY SCHOOL DISTRICT
Statement of Changes in Assets and Liabilities

Student Activities Agency Fund
Year Ended June 30, 2006

Student Activities Agency Fund.:

Assets:
Cash and investments
Receivables:
Other local
State
Federal

Total assets

Liabilities:
Accounts payable
Due to student organizations:
Elementary schools:

Amelia Earhart
Canyon Crest
Edgemont
Farrer
Franklin
Grandview
Joaquin
Provost
Rock Canyon
Spring Creek
Sunset View
Timpanogos
Wasatch
Westridge

Total elementary schools

Middle schools:
Centenial
Dixon
Farrer

Total middie schools

High schools:
Provo
Timview
Independence

Total high schools

Total due to student organizations

Total liabilities

80

 Balance
June 30, 2005

Balance

Additions Deletions June 30, 2006

$ 454030 § 4,756,255 $§ 4,659,835 $ 550,450
1,218,887 61,326 160,529 1,119,684

$ 1672917 § 4,817,581 $ 4820364 $ 1,670,134
$ (1,131) $ 1012749 § 1,013473 § (1,855)
12,225 45,901 48,634 9,492

15,920 76,918 70,660 22,178

17,650 39,256 45,288 11,618

- 59,187 40,648 18,539

28,673 67,077 73,082 22,668

32,329 57,430 64,825 24,934

15,659 - 15,659 -

22,239 64,961 51,716 35,484

25135 51,202 52,164 24173

18,195 51,534 41,670 28,059

16,388 60,385 61,488 15,285

31,895 54,967 54,334 32,528

15,348 58,276 54,814 18,810

35,034 64,812 67,553 32,293

286,690 751,906 742,535 . 296,061
103,282 246,166 196,069 153,379
98,853 220,676 151,067 168,462

77,530 - 77,530 -

279,665 466,842 424,666 321,841
607,779 1,194,389 1,175,146 627,022
334,819 1,315,668 1,367,855 282,632
165,095 76,027 96,689 144,433
1,107,693 2,586,084 2,639,690 1,054,087
1,674,048 3,804,832 3,806,891 1,671,989

$ 1672917 § 4817581 § 4820364 § 1,670,134
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PROVO CITY SCHOOL DISTRICT
Statement of Changes in Assets and Liabilities
Special Programs Agency Fund
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Year Ended June 30, 2006

Balance Balance
June 30, 2005 Additions Deletions June 30, 2006
Assets:
Cash and investments $ 688,247 $ 8,757,837 $ 10,371,245 $ (925,161)
Receivables:
Other local 840,893 106,536 819,931 127,498
State 8,600 204,818 8,600 204,818
Federal 3,016,267 4,162,003 2,831,397 4,346,873
Total assets $ 4554007 $ 13,231,194 $ 14,031,173 $ 3,754,028
Liabilities:
Accounts payable $ 315,121 $ - $ 315121 $ -
Payroll and related payables 277,178 277,178 -
Due to other entities:
Central Utah Enterprises 139,872 1,067,991 1,168,588 39,275
Utah State Office of Education:
Reading program 200,159 5179 200,652 4,686
Careers and technology education 116,107 186,806 255,945 46,968
Family involvement 98,884 (37,752) 61,132
Science program 322,437 172,124 331,409 163,152
Youth programs 4,280 643,910 613,276 34,914
Utah County Local Interagency Council 24,244 24,244
Brigham Young University Partnership 3,011,520 3,291,769 3,138,361 3,164,929
Utah Professional Development Center 11,624 4,234,895 4,045,517 201,003
Project Read 32,581 97.430 116,284 13,727
Total liabilities $ 4554007 § 9662352 $ 10,462,331 $ 3,754,028
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Statistical Section

Section 3 - unaudited

This section of the District's Comprehensive Annual Financial Report presents detailed information as a
context to better understand the information in the financial statements, note disclosures, and required
supplementary information.

Financial Trends (pages 85 - 93)
These schedules contain trend information to help the reader understand how the District’s finan-
cial performance and well-being have changed over time.

Revenue Capacity (pages 94 - 101)
These schedules contain information to help the reader assess the District’s most significant
revenue sources.

Debt Capacity (pages 102 - 109)
These schedules present information to help the reader assess the affordability of the District's
current levels of outstanding debt and the District's ability to issue additional debt in the future.

Demographic and Economic Information (pages 110 - 112)
These schedules offer demographic and economic indicators to help the reader understand the
environment within which the District’s financial activities take place.

Operating Information (pages 113 - 121)
These schedules contain service and infrastructure data to help the reader understand how the
information in the District's financial report relates to the services the District provides and the
activities it performs.




PROVO CITY SCHOOL DISTRICT

Comparatlve Statements of Net Assets

June 30, 2003 through 2006
{(accrual basis of accounting)

Assets:
Cash and temporary cash investments
Accounts. taxes. and grants receivables:
Local
State
Federal
Inventory
Bond issuance costs. net of accumulated amortization
Toal capital assets. net accumulated depreciation

Total assets

Liabilities:
Accounts payable
Accrued interest payable
Payroll and related payables
Due to other agencies - fiduciary activities
Deferred revenue:
Property taxes
Other deferred revenues
Noncurrent liabilities:
Due within one year
Due in more than one year

Total liabilities

Net Assets:
Invested in capital assets. net of related debt
Restricted for:
Dsbt service
Capital projects
Non K-12 instruction
Supplemental programs
School food services
Foundation
Other restricted programs
Unrestricted

Total net assets

2006 2005 2004 2003

$ 12,202.695 S 9.714.165 $ 7,777,841 S 8.776.962
25.526.880 18.470.506 18.149.695 17.907.625
233.988 181.326 1.496,484 490.242
4.470.152 3.083.366 3.421.97¢ 2.886.247
203.741 205614 283.771 358659
181.467 287.313 370.029 280,097
60.033.896 59.635.515 58.069,537 59,603,753
102.852.819 91.587.805 90.569.336 90.303.585
1.934.854 443.265 669.897 504.578
95,146 80.422 90.380 121177
1.455.238 1.370.487 1.883.741 1,324,016
1.358.528 1.327.563 2.026.137

18.272.470 17.541.792 17.471.602 19.269.242
70.527 48.461 459,649 402.565
5.698.672 5.542.189 4.361.173 4,290,132
34.976.414 37.277.788 38.924.117 42.859.029
62.503.322 63.662.909 65.188.122 70.796.876
28.454 429 23.818.368 20.648.636 17.308.576
1.538.526 974828 897.878 621.656
9.319.565 5.027 562 4232125 3.569.714
307.754 186.168 410.958 237,102
59.049 25154 36.855 -
1.522.063 1.125.641 896.264 1.132.765
356.772 259.174 223.522 -

- 1.935.733 2.346.921 .
(1.208.661) (5.427.732) (4.311.945) (3.363.104)
$ 40.349 497 S 27.92489% S 25381.214 § 19.506.709

Fiscal year 2003 was the first year the District became subject to GASB Statement No. 34 requirements which required the District
to report both government-wide (accrual basis) and governmental fund (modified-accrual basis) financial performance.

Fiscal year 2004 was the first fiscal year the District's component unit (Foundation) was included in its regular financia! statements

per GAAP requirements.

Fiscal year 2003 was the first year the District published a comprehensive annual financial report. Thus, comparative data is pre-

sented from that first publication hence forth.
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PROVO CITY SCHOOL DISTRICT
Net Assets By Component

June 30, 2003 through 2006
(accrual basis of accounting)

Fiscal Year Invested in
Ending capital assets, Total
June 30, net of related debt Restricted Unrestricted Net Assets
2003 $ 17,308,576 $ 5,561,238 $ (3,363,104) $ 19,506,710
2004 20,648,636 9,044,523 (4,311,945) 25,381,214
2005 23,818,368 9,534,260 (5,427,732) 27,924,896
2006 7,403,729 4,491,339 40,349,497

28,454,429

Fiscal year 2003 was the first year the District became subject to GASB statement No. 34 requirements which required the District
to report both government-wide (accrual basis) and governmental fund (modified-accrual basis) financial performance.

Fiscal year 2004 was the first fiscal year the District's component unit (Foundation) was included in its regular financial statements

per GAAP requirements.

Fiscal year 2003 was the first year the District published a comprehensive annual financial report. Thus, comparative data is pre-
sented from that first publication hence forth.
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PROVO CITY SCHOOL DISTRICT

Changes in Net Assets
Years Ended June 30, 2003 through 2006
(accrual basis of accounting)

2006 2005 2004 2003
Expenses: -
Instruction $ 56,198,524 $ 58,412,461 $ 55,551,763 $ 56,617,467
Supporting services:
Student 3,180,870 3,362,498 3,217,003 2,751,898
Instructional staff 2,032,397 2,009,129 1,943,838 2,203,449
General administration 1,505,202 887,645 1,077,422 931,806
School administration 4,238,678 4,286,195 4,385,661 4,404,647
Business 1,226,698 2,702,036 877,342 1,231,771
Operation and maintenance of facilities 4,146,859 3,967,227 5,039,105 5,057,405
Student transportation 2,091,460 1,663,845 1,546,155 1,731,094
Central 1,072,477 39,842 867,238 859,059
School food services 3,929,424 3,984,890 4,099,278 3,522,320
Community services 3,142,504 3,861,900 2,421,091 2,318,056
Interest on long-term liabilities 1,561,671 2,107,402 1,502,020 2,400,897
Total school district 84,316,764 87,285,070 82,527,916 84,029,969
Program Revenues:
Instructional services 27,234,746 22,867,201 19,659,045 20,089,013
Supporting services:
Student 1,697,596 2,234,342 836,421 952,885
Instructional staff 486,344 - 505,398 685,084
General administration 233,860 160,971 280,130 293,326
School administration 172,264 258,457 321,793 1,388,053
Business 61,249
Operation and maintenance of facilities - - 440,010 2,252,397
Transportation 1,407,781 1,304,931 1,362,291 517,212
Other 33,187
School food services 4,135,519 4,236,393 3,782,114 3,714,255
Community services 1,779,262 1,514,383 1,755,783 801,940
Total program revenues 37.241,808 32,576,678 28,942,985 30,704,175
Net (expense) revenue (47,074,956) (54,708,392) (53,584 ,931) (53,325,794)
General revenues:
Property taxes levied for:
General purposes 10,402,512 12,064,148 11,982,754 11,610,806
Class size reduction 1,612,793 - - -
Special transportation 483.838 476,401 427,869 414,437
Tort liability 302,399
Recreation 1,290,234 739,336 753,632 735,797
Debt service 4,044,077 3,871,385 3,831,370 3,820,632
Capital outlay 2,290,166 7.859.814 7.315,096 7,021,686
Ten percent of basic for constuction,
textbooks and supplies 4,265,836
Federal and state aid not restricted to
specific purposes 26,995,732 30,633,267 30,459,275 29,225,266
Eamings on investments 734,136 393,903 258,841 219,456
Gain on sale of assets 6,470,801 666,165 -
Miscellaneous 607,033 1,213,820 1,503,996 2,358,015
Total general revenues 59,499,557 57,252,074 57,198,998 55,407,095
Change in net assets 12,424,601 2,543,682 3,614,067 2,081,301
* Net assets - beginning 27,924 896 25,381,214 20,270,031 17,425,408
Net assets - ending $ 40,349,497 $ 27,924,896 $ 23,884,098 $ 19,506,709

Source: District records

41
Fiscal year 2003 was the first year the District became subject to GASB statement No. 34 requirements which required the District
to report both govemment-wide (accrual basis) and governmental fund (modified-accrual basis) financial performance.

Fiscal year 2004 was the first fiscal year the District's component unit (Foundation) was included in its regular financial statements
per GAAP requirements.

Fiscal year 2003 was the first year the District published a comprehensive annual financial report. Thus, comparative data is pre-
sented from that first publication hence forth.
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PROVO CITY SCHOOL DISTRICT

Governmental Funds - Aggregate Fund Balances

June 30, 1997 through 2006
(modified-accrual basis of accounting)

Fiscal Year )
Ended General Fund
June 30, Reserved Unreserved Total
1997 $ 141,056 $ 1590118 $ 1,731,174
1998 127,791 1,718,920 1,846,711
1999 133,419 2,222,606 2,356,025
2000 169,647 2,647,588 2,807,235
2001 165,056 2,779,933 2,944 989
2002 108,742 2,577,785 2,686,527
2003 81,063 985,960 1,067,023
2004 2,673,726 (397,476) 2,276,250
2005 2,010,049 1,202,148 3212197
2006 1,777,636 3,276,312 5,063,048
Fiscal Year All Other Governmental Funds
Ended Unreserved
June 30, Reserved Special Revenue Capital Projects Debt Service Total
1997 $ 138,697 $ 580,409 $ 23,802,736 $ - $ 24,521,842
1998 166,606 551,384 16,506,077 - 17,224,067
1999 137,371 683,655 9,865,516 35,352 10,721,894
2000 128,832 798,155 7,866,317 93,200 8,886,504
2001 147,126 710,101 4,238,660 214,630 5,310,517
2002 141,027 795,093 2,200,597 657,417 3,794,134
2003 1,136,259 1,256,854 2,546,468 621,656 5,561,237
2004 496,480 1,071,119 4,232,125 897,878 6,697,602
2005 168,835 1,427,302 5,027,562 974,828 7,598,527
2006 176,518 2,012,293 5,633,274 1,240,802 9,062,887

Source: District Records

Fiscal year 2003 was the first year the District became subject to GASB statement No. 34 requirements which required the District
fo report both government-wide (accrual basis) and governmental fund (modified-accrual basis) financial performance.

Fiscal year 2004 was the first fiscal year the District's component unit (Foundation) was included in its regular financial statements
per GAAP requirements.

Fiscal year 2003 was the first year the District published a comprehensive annual financial report. Thus, comparative data is pre-
sented from that first publication hence forth.
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PROVO CITY SCHOOL DISTRICT

Governmental Funds - Net Changes in Aggregate Fund Balances
Years Ended June 30, 1997 through 2006
(modified-accrual basis of accounting)

Fiscal Year Total
EndedJune  General Debt Capital NonK-12  Supplemental Food Govemmental
30th Fund Service Projects Instruction Programs Services  Foundation Funds
1996 $198,993  §$(351,065) §$(6,943,483) § (17842 § - § 78588 § - §$(7,034,818)
1997 260,611 - 22,571,212 (53,321) - 45,665 - 22,824,1‘67
1998 115,537 - (7,296,659) (91,694) - 90,578 - {7.182,238)
1999 509,314 35,352 (6,640,561) 56,584 - 46,452 - (6.992,859)
2000 451,210 57,848 {1,999,199) 66,290 - 39,671 - (1,384,180)
2001 137,754 121,430 (3627.657)  (111,610) - 41,850 - (3,438,233)
2002 (258,462) 442,787 (2,038,083) 32,321 - 46,572 - (1,774,845)
2003 (142,721) (35,761) 1,369,117 179,546 - 254,201 - 1,624,382
2004 423,539 26,535 187,975 125,072 24 447 (236,501) (539,799) 11,268
2005 935,947 76,950 795,437 (224,790) (11,701) 229377 35,652 1,836,872
2006 1,841,751 265,974 605,712 64,759 33,895 396,422 97,598 3,306,111

Source: District records

Fiscal year 2003 was the first year the District became subject to GASB statement No. 34 requirements which required the District
to report both government-wide (accrual basis) and governmental fund (modified-accrual basis) financial performance.

Fiscal year 2004 was the first fiscal year the District's component unit (Foundation) was included in its regular financial statements
per GAAP requirements.

Fiscal year 2003 was the first year the District published a comprehensive annual financial report. Thus, comparative data is pre-
sented from that first publication hence forth.

Comprehensive Annual Financial Report 89



PROVO CITY SCHOOL DISTRICT .
Governmental Funds - Reserved and Unreserved Fund Balances ®
June 30, 1997 through 2006
(modified-accrual basis of accounting) .
1997 1998 1999 2000 o
General fund: o ‘
Reserved $ 141056 $ 127,791 $ 133419 $ 159,647
Unreserved 1,590,118 1,718,920 2,222,606 2,647,588 .
Total 1,731,174 1,846,711 2,356,025 2,807,235 .
Debt service fund: 9
Reserved - - 35,352 93,200 .
Unreserved - - - -
Total - - 35,352 93,200 ()
Capital projects fund: ‘
Reserved - - - - .
Unreserved 23,802,736 16,506,077 9,865,516 7,866,317 .
Total 23,802,736 16,506,077 9,865,516 7,866,317 .
Special revenue funds: .
Non K-12 instruction fund: (]
Reserved - - - - .
Unreserved 105,665 13,971 70,555 136,845
Total ' 105,665 13,971 70,555 136,845 .
Supplemental programs fund: .
Reserved - . - - (]
Unreserved - - - -
Total ’ - - - - :
Food services fund: .
Reserved 138,697 166,606 137,371 128,832
Unreserved 474,744 537,413 613,100 661,310 ‘
Total 613,441 704,019 750,471 790,142 .
Foundation for excellence: .
Reserved - - - -
Unreserved ‘ - - . . '
Total - - - - C ]
Total special revenue funds 719,106 717,990 821,026 926,987 :
Total governmental funds: .
Reserved 279,753 294,397 306,142 381,679
Unreserved 25,973,263 18,776,381 12,771,777 11,312,060 .
- Total governmental fund balances $26,253,016 $19,070,778 $ 13,077,919 $ 11,693,739 .
Table encompasses information derived from the District's general fund debt service fund, capital projects fund, and '
special revenue funds. ()
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PROVO CITY SCHOOL DISTRICT

Governmental Funds - Reserved and Unreserved Fund Balances (continued)

June 30, 1997 through 2006
(modified-accrual basis of accounting_)

L

2001 2002 2003 2004 2005 2006
$ 165056 $ 108742 $ 81,063 $2433726 §$ 2010049 $ 1,777,636
2779933 2,577,785 985,960 (157,476) 1,202,148 3,276,312
2,944989 2,686,527 1,067,023 2,276,250 3,212,197 5,053,948
214,630 657,417 621,656 897,878 974,828 -
- - - - - 1,240,802
214,630 657,417 621,656 897,878 974,828 7,240,802
- - 1,023,246 - . -
4238660 2,200,597 2,546,468 4,232,125 5,027,562 5,633,274
4238660 _ 2,200,597 3,560,714 4,232,125 5,027,562 5,633,274
- 299,514 37,537 39,225
25,235 57,556 237,102 111,444 148,631 211,702
25,235 57,556 237,102 410,958 186,168 250,927
- - - 36,855 25,154 59,049
- - - 36,855 25,154 59,049
147,126 141,027 113,013 196,966 131,208 137,293
684,866 737,537 1,019,752 699,298 994,343 1,384,770
831,992 878,564 1,132,765 896,264 1,125,641 1,522,063
- - - 223,522 259,174 356,772
. - - 223,522 259,174 356,772
857,227 936,120 1,369,867 1,567,599 1,596,137 2,188,811
526,812 907,186 1,838,978 3,828,084 3,153,712 1,954,154
7728694 5573475 4,789,282 5,145,768 7,657,012 12,162,681
$8,255506 $6,480,661 $ 6,628,260 $8973.852 & 10,810,724 $ 14,116,835
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PROVO CITY SCHOOL DISTRICT

Total Governmental Funds - Changes in Fund Balances

Years Ended June 30, 1997 through 2006
(modified-accrual basis of accounting)
.

Revenues
Property taxes
Other local sources
State of Utah
Federal government
Total revenues

Expenditures
Instruction
Supporting services:
Students
Instructional staff
District administration
School administration
Business
Operation and maintenance of buildings
Student transportation
Central
School food services
Non K-12 programs
Facilities and construction
Debt Service:
Bond principal
Bond interest and fees
Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other financing sources (uses)
Capital lease
Sale of capital assets
General obligation bonds issued
Refunding bonds issued
Payment to refunded bonds escrow agent
Insurance recoveries
Other miscellaneous
Total other financing sources (uses)

Net change in fund balance

Debt service as a percentége of
noncapital expenditures

1997 1998 1999 2000
$ 16,957,884 § 17,478,497 $ 18,632,874 §$ 18,754,409
5,595,290 6,313,671 5,997,087 6,239,776
40,227,931 41,689,104 44,366,519 44,969,784
4,433,599 4,883,422 5,194,550 6,898,422
67,214,704 70,364,694 74,191,030 76,862,391
41,919,347 42,942,713 45,970,312 48,905,529
1,843,414 1,902,796 1,979,137 2,209,453
1,895,986 2,058,283 2,209,042 2,081,914
671,560 722,369 896,407 932,321
3,339,945 3,448,283 3,667,657 3,934,528
567,895 517,234 558,716 571,465
4,952,608 5,022,065 5,164,111 5.011,988
1,007,783 1,074,787 1,226,213 1,397,361
717,734 856,444 912,159 746,826
2,842,850 2,922,846 3,103,432 3,301,575
1,959,230 2,024,825 1,886,453 1,946,840
2,726,756 10,108,220 8,329,216 2,653,014
7,745,678 10,310,615 2,335,430 2,055,635
1,688,194 3,245,802 1,946,569 2,502,241
73,878,980 87,157,282 80,184,854 78,250,690
(6,664,276)  (16,792,588) (5,993,824) (1,388,299)
2,000,000 204,306 . -
1,600 8,481 965 4,119
27,471,248 9,412,207 - -
15,595 (14,644) : .
29,488 443 9,610,350 965 4,119
$ 22,824,167 $ (7,182,238) $ (5992,859) $ (1,384,180)
13.3% 17.7% 6.9% 6.1%

Table encompasses information derived from the District's general fund, debt seNice fund, capital projects fund, and

special revenue funds.
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PROVO CITY SCHOOL DISTRICT

Total Governmental Funds - Changes in Fund Balances (continued)
Years Ended June 30, 1997 through 2006
(modified-accrual basis of accounting)

2001 2002 2003 2004 2005 2006

$ 20,038,183 $ 20,658,903 $ 23,603,358 §$ 24,167,503 § 24,559640 $ 24,691,855
. 6,786,721 6,392,374 3,930,368 3,632,667 3,629,173 3,509,965
46,612,372 49,052,543 46,706,056 46,540,387 49,096,887 49,629,417
9,092,823 11,367,934 11,664,435 12,220,414 12,061,062 12,599,383
82,530,099 87,471,754 85,904,217 86,560,971 89,346,762 90,520,62C
52,619,455 57,370,098 54,055,998 54,517,504 54,063,533 54,990,497
2,580,471 2,646,943 2,703,337 3,208,669 3,279,557 3,065,811
2,119,900 2,407,242 2,164,486 1,938,799 1,909,225 2,014,830
" '892,353 930,589 915,463 1,074,630 855,576 1,478,589
4,221,500 4,178,592 4,326,847 4,374,293 4,333,483 4,210,928
- 624,374 649,778 1,210,262 875,141 2,530,560 1,126,515
5,782,795 5,833,316 4,967,761 5,026,044 3,670,441 4,132,825
1,473,903 1,925,172 1,702,022 1,542,147 1,747,676 1,859,437

790,888 836,082 843,955 864,989 37,172 1,072,477
3,410,898 3,602,153 3,460,068 4,088,653 4,007,548 3,778,134
2,212,418 2,164,295 2,277,186 3,575,723 3,964,383 3,078,042
4,523,156 6,307,720 1,898,304 659,873 3,296,431 2,765,337
2,236,058 2,302,163 2,131,501 3,843,479 2,630,748 2,960,617
2,499,561 2,295,412 2,333,762 1,752,777 2,034,644 1,543,104
85,987,730 93,449,555 84,990,952 87,342,721 88,360,977 88,077,143
(3.457.631) (5,977,801) 913,265 (781,750) 985,785 2,443,477

- . 504,063 168,671 573,340 91,833
19,398 2,956 29,789 508,968 249,842 770,801
- 4,200,000 177,265 - - -
- - - 20,361,106 - -
- - - (20,245,727) - -
- ; - - 27,905
19,398 4,202,956 7111417 793,018 851,087 862,634

$ (3438,233) $ (1,774845) $ 1624382 $ 11268 § 1836872 $ 3,306,111

5.9% 5.4% 5.3% 6.5% 5.5% 5.39
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PROVO CITY SCHOOL DISTRICT

Property Tax Levies and Collections
Fiscal Years Ended June 30, 1997 through 2006

Tax Rates SEer $12

Fiscal
Year
Calendar Ended Redevelopment Net Taxable
Tax Year June 30th Tax Rate Taxable Value Value Value
1996 1997 0.006510 2,169,952,598 19,131,466 2,150,821,132
1997 -1998 0.006303  2,405,4985,400 28,944,378 2,376,551,022
1998 1999 0.006314 2,499,316,857 38,185,170 2,461,131,687
1998 2000 0.006388 2,750,602,274 119,327,770 2,631,274 504
2000 2001 0.005981 3,119,841,993 121,025,306 2,998,816,687
2001 2002 0.005657  3,258,646,316 28,916,178 3,229,730,138
2002 2003 0.006037  3,666,155,635 141,519,665 3,524,635,970
2003 2004 0.006071 3,620,318,521 117,943,526 3,502,374,995
2004 2005 0.006234 3,5?5,601 ,094 - 3,575,601,094
2005 2006 0.006124  3,588,753,374 - 3,588,753,374

Taxable values are derived from the District’s final settlement statement received from the Utah County Treasurer’s

Office each year.
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PROVO CITY SCHOOL DISTRICT

Property Tax Levies and Collections (continued)
Fiscal Years Ended June 30, 1997 through 2006

Tax Rates (per $1)
Collections
in
Collected within the Calendar Year ofthe = Subsequent
Levy Years Total Collections
Percentof Fee-in-Leu Percent of
Current & Other Delinquent Annual
Current Collections Collections  Collections Amount Assessment
13,252,259 94.65% 3,064,749 709,117 17,026,126 99.71%
13,877,089 92.64% 2,767,736 732,019 17,376,844 97.53%
14,605,784 93.40% 2,602,734 529,734 17,738,252 97.40%
16,562,474 - 92.59% 2,842,818 848,874 20,254,165 103.59%
16,253,477 90.62% 2,685,487 1,067,369 20,006,332 96.57%
16,458,879 90.08% 2,391,201 1,362,939 20,213,019 97.54%
19,158,439 90.04% 3,116,806 1,517,305 23,792,549 97.17%
19,369,692 91.10% 2,584,917 1,932,688 23,887,297 100.19%
20,387,851 91.47% 2,664,542 2,024,523 25,076,916 100.55%
20,503,408 93.29% 2,630,067 - 23,133,475 93.29%
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PROVO CITY SCHOOL DISTRICT

Comparison of Utah School District Property Tax Rates

Tax Year 2005, Fiscal Year 2005-06

Daggett
Kane
Wayne
Park City
Grand
Piute
Morgan
Rich

Uintah
Emery
Millard

Salt Lake
Provo
Washington
So. Summit
Box Elder
Carbon

Weber |

Cache
Murray

No. Sanpete
Granite
Wasatch
Average Levies
No. Summit
Sevier
Logan
Ogden

Juab

Iron

Davis
Garfield
Alpine

So. Sanpete
Duchesne
San Juan

Beaver |

Jordan
Tooele
Tintic
Nebo

a5 2

ST

T YEETRT

DTS TARE ™ FRARTIRR N T NI TR 1 SR

0.000000 0.001000 0.002000 0.003000

RN I L I RN AT PR

0.004000 0.005000 0.006000 0.007000 0.008000 0.009000 0.010000

Source: Utah State Office of Education, Finance & Statistics Department, www.usoe.k12.ut.us.
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PROVO CITY SCHOOL DISTRICT
Comparison of Assessed Property Tax Valuation Per Student

Fiscal Year 2004-05

VALUATIONS  ENROLLMENT PER STUDENT

Daggett $196.469,553 135 1444620
Kane : $648,618,352 119 542,323
Wayne $160,170,467 517 300,807
Park City $6.487,027,649 4212 1,540,130
Grand $687,946,254 1418 485,153
Piute $69,662,586 U5 201979
Morgan §544,084,727 1967 276,59
Rich $350,228,981 Iy 816,385
Untah $2,128,315,697 5,642 N
Emery $1.431,687,097 2,366 605,109
Millard $1,952,878,858 2,957 660,426
Sal Lake $16,034.404,125 23,505 679,568
Provo $3,991,092,431 13,359 298,824
Washington $6,612875,772 21,584 306,379
Summit $1,237,071,0%6 1322 935,757
Box Eder $2,313,539,681 10,561 219,084
Carbon $1,805,225,874 3,468 517553
Weber $5,576,648,791 28,527 195487
Cache $2,215,047.753 13368 165,450
Murray $2,469,568,797 6,492 380402
N. Sanpete $515212,718 2313 2,1
Grante $17,647962487 68,568 257379
Wasatch $2,039,214,058 41% 493,040
N. Summit $564,579,165 986 572,596
Sevier $041,325,052 4,305 218,659
Logan $1,603,000,668 5,821 275,382
Ogden $3,084.706,273 12,684 23197
Juab $474,786,320 1,963 241,868
Iron $2,102:462,638 7,788 269,954
Davis ‘ $11,449,109,891 60,606 188,911
Garfield $380444 815 M7 401737
Alpine $9.941.218,076 52,825 188,192
. Sanpete $438,740 424 2739 160,183
Duchesne §777433578 3,894 199,649
San Juan $504,765,205 2957 170,702
Beaver $477 173 442 1,508 316,428
Jordan $19,627 112,797 75,716 259,220
Tooele $2,198.979,025 11,039 199,201
Tintic $29,785,269 %2 113,684
Nebo $4.113,720,680 24,887 165,29
Statewide Total $135825277,082 489,445 277,509

Source: Utah State Office of Education, Finance & Statistics Department, www.usoe.k12.ut.us.
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PROVO CITY SCHOOL DISTRICT
Fifteen Largest Property Taxpayers By Individual Properties

June 30, 2005 and 1996

_ ]
2005 1996
*Taxable Percentage of Taxable Percentage of
Assessed Total Taxable Assessed Total Taxable

Taxpayer Value Rank Assessed Value Value Rank Assessed Value
Novell Inc. $ 39,000,000 1 1.09% 28,744,337 2 1.36%
" Qwest Communications 38,704,615 2 1.08%
Novell Inc. 28,000,000 3 0.78%
Provo Mall LLC 26,867,248 4 0.75%
Central Utah Investment 21,765,693 5 0.61%
Scrub Oak LTD 18,407,900 6 0.51% 13,138,289 3 0.62%
Tropical Development LLC 15,500,000 7 0.43%
Terranet Investments L.C. 14,376,996 8 0.40%
2 Questar Gas 13,769,285 9 0.39%
Provo University Plaza LLC 11,289,307 10 0.32%
Medical Center Company 11,024,997 11 0.31%
Epixtech inc. 10,811,081 12 0.30%
IHC Hospitals Inc. 10,058,480 13 0.28% 6,538,588 8 0.31%
Provo Mall LLC 10,005,750 14 0.28%
PDC Community Centers LLC 9,900,000 15 0.28%
"U.S. West Communication 38,922,580 1 1.84%
2'Mountain Fuel Supply 12,168,080 4 0.57%
Union Pacific Railroad 7,067,800 6 0.33%
Dynix Corporation 6,838,755 7 0.32%
Park Hotels LC 6,148,749 9 0.29%
Boettcher Pension Investors 5,792,921 10 0.27%
Western States Financials 5,737,057 11 0.27%
Aspen Investments 5,380,852 12 0.25%
Johnson Land Enterprises 5,357,406 13 0.256%
Shopko Stores Inc. 5,300,000 14 0.25%
Raintree Park Limited 5,272,987 15 0.25%

Total Taxable Value

3,575,601,000

2,117,912,000

Some taxpaying entities have sebarate properties in separéte locations with individual values listed on the tax rolls.
Consequently, these taxpayers, and their separate properties are reported individually.

" The Utah County Assessor's office is the primary source of this information. Total taxable value is derived from the settiement
statement the County provides the District each year.

Two entities have been involved in mergers and consolidations since 1996. These entities have been indicated by parenthetical

references.
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PROVO CITY SCHOOL DISTRICT

Property Tax Rates-Direct and Overlapping Governments

Based on $1,000 Assessed Valuation
Fiscal Years Ended 1997 - 2006

L
Other Taxing Entities
Provo
City Central
Calendar School Provo Utah UT Water Total Tax
Year District City County District Rate
1995 0.007256 0.002514 0.001985 0.000342 0.012097
1996 0.006510 0.002328 0.002099 0.000400 0.011337
1997 0.006303 0.002392 0.001268 0.000397 0.01036
1998 0.006314 0.002836 0.001197 0.000396 0.010743
1999 0.006388 0.002674 0.001116 0.000377 0.010555
2000 ~ 0.005981 0.002998 0.001038 0.000369 0.010386
2001 0.005657 0.002787 0.001034 0.000358 0.009836
2002 0.006037 0.002776 0.001053 0.000358 0.010224
2003 0.006071 0.002776 0.001411 0.000358 0.010616
2004 0.006234 0.002891 0.001391 0.000400 0.010916
2005 0.006124 0.002787 0.001900 0.000400 0.011211

*Source: Utah County Auditor, Provo City, and Utah State Tax Commission
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PROVO CITY SCHOOL DISTRICT

Taxable and Estimated Actual Value of Taxable Property
(amounts expressed in thousands)

Years Ended June 30, 1997 through 2006

Ratio of Total
Taxable Value

Fiscal Year to Total

Ended June Real Property Estimated Estimated
30th Taxable Value Actual Value Actual Value
1997 2,169,953 3,675,366 59.04%
1998 2,405,495 - 3,816,281 63.03%
1999 2,499,317 3,858,510 64.77%
2000 2,750,602 4,144,332 66.37%
2001 3,119,842 4,485,882 69.55%
2002 3,258,646 4,833,133 67.42%
2003 3,666,116 5,310,090 69.04%
2004 3,620,319 5,199,486 69.63%
2005 3,575,601 5,353,912 66.78%
2006 3,588,753 5,443,760 65.92%

Taxable values are derived from the District's final settlement statement received from the Utah County Treasurer’s
Office each year. Taxable values are determined by the County based upon percentages of assessed value. Esti-
mated actuai values are calculated to be the equivalent of the original assessed valuations made by the County.
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PROVO CITY SCHOOL DISTRICT

History of the Value of the WPU
Weighted Pupil Unit (WPU)
Utah Legislative Funding Method

1978 - 2006
Fiscal WPU Percent
Year Value Change
1977-78 $ 732
1978-79 795 8.61%
1979-80 852 7.17%
1980-81 946 11.03%
1981-82 1,003 6.03%
1982-83 1,103 9.97%
1983-84 1,103 0.00%
1984-85 1,124 1.90%
1985-86 1,180 4.98%
1986-87 1,204 2.03%
1987-88 1,204 0.00%
1988-89 1,204 0.00%
1989-90 1,240 2.99%
1990-91 1,346 8.55%
1991-92 1,408 4.61%
1992-93 1,490 5.82%
1993-94 1,539 3.29%
1994-95 1,608 4.48%
1995-96 1,672 3.98%
1996-97 1,739 4.01%
1997-98 1,791 2.99%
1998-99 1,854 3.52%
1999-00 1,901 2.54%
2000-01 2,006 5.52%
2001-02 2,116 5.48%
2002-03 2,132 0.76%
2003-04 2,150 0.84%
2004-05 2,182 1.49%
2005-06 2,280 4.49%
Source: Utah State Office of Education, Finance & Statistics Department, www.usoe.k12.ut.us.
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PROVO CITY SCHOOL DISTRICT
Changes in Fund Balances

& Ratio of Annual Debt Service to General Fund Expenditures

Years Ended June 30, 1997 through 2006
(modified-accrual basis of accounting)

1997 1998 1999 2000
Revenues
Property taxes $ 16,957,884 § 17478497 $ 18,632,874 § 18,754,409
Other local sources 5,595,290 6,313,671 5,997,087 6,239,776
State of Utah 40,227,931 41,689,104 44,366,519 44,969,784
Federal government 4,433,599 4,883,422 5,194,550 6,898,422
Total revenues 67,214,704 70,364,694 74,191,030 76,862,391
Expenditures
Instruction 41,919,347 42,942,713 45,970,312 48,905,529
Supporting services:
Students 1,843,414 1,902,796 1,979,137 2,209,453
Instructional staff 1,895,986 2,058,283 2,209,042 2,081,914
District administration 671,560 722,369 896,407 932,321
School administration 3,339,945 3,448,283 3,667,657 3,934,528
Business 567,895 517,234 558,716 571,465
Operation and maintenance of buildings 4,952,608 5,022,065 5,164,111 5,011,988
Student transportation 1,007,783 1,074,787 1,226,213 1,397,361
Central 717,734 856,444 912,159 746,826
School food services 2,842,850 2,922,846 3,103,432 3,301,575
Non K-12 programs 1,959,230 2,024,825 1,886,453 1,946,840
Facilities and construction 2,726,756 10,108,220 8,329,216 -2,653,014
Debt Service:
Bond principal 7,745,678 10,310,615 2,335,430 2,055,635
Bond interest and fees 1,688,194 3,245,802 1,946,569 2,502,241
Total expenditures 73,878,980 87,157,282 80,184,854 78,250,690
Excess (deficiency) of revenues
over (under) expenditures (6,664,276) (16,792,588) (5,993,824) (1,388,299)
Other financing sources (uses)
Capital lease 2,000,000 204,306 - -
Sale of capital assets 1,600 8,481 965 4,119
General obligation bonds issued 27,471,248 9,412,207 - -
Refunding bonds issued - - - -
Payment to refunded bonds escrow agent - - - -
Insurance recoveries - - - -
Other miscellaneous 15,595 (14,644) - -
- Total other financing sources (uses) 29,488,443 9,610,350 965 4,119
Net change in fund balance $ 22824167 $ (7,182,238) $ (5,992,859) $ (1,384,180)
Debt service as a percentage of
noncapital expenditures 13.3% 17.7% 6.9% 6.1%
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PROVO CITY SCHOOL DISTRICT

Changes in Fund Balances

& Ratio of Annual Debt Service to General Fund Expenditures (continued)
Years Ended June 30, 1997 through 2006
(modified-accrual basis of accountingl).

0000000000000 00000000000000000000000C0O0OCCONGYTS

_ _
2001 2002 2003 2004 2005 2006
$ 20,038,183 § 20,658,903 §$ 23,603,358 § 24,167,503 $ 24,559,640 $ 24,691,855
6,786,721 6,392,374 3,930,368 3,632,667 3,629,173 3,509,965
46,612,372 49,052,543 46,706,056 46,540,387 49,096,887 49,629,417
9,092,823 11,367,934 11,664,435 12,220,414 12,061,062 12,599,383
82,530,099 87,471,754 85,004,217 86,560,971 89,346,762 90,520,620
52,619,455 57,370,098 54,055,998 54,517,504 54,063,533 54,990,497
2,580,471 2,646,943 2,703,337 3,208,669 3,279,557 3,065,811
2,119,900 2,407,242 2,164,486 1,938,799 1,909,225 2,014,830
892,353 930,589 915,463 1,074,630 855,576 1,478,589
4,221,500 4,178,592 4,326,847 4,374,293 4,333,483 4,210,928
624,374 649,778 1,210,262 875,141 2,530,560 1,126,515
5,782,795 5,833,316 4,967,761 5,026,044 3,670,441 4,132,825
1,473,903 1,925,172 1,702,022 1,542,147 1,747,676 1,859,437
790,888 836,082 843,955 864,989 37,172 1,072,477
3,410,898 3,602,153 3,460,068 4,088,653 4,007,548 3,778,134
2,212,418 2,164,295 2,277,186 3,575,723 3,064,383 . 3,078,042
4,523,156 6,307,720 1,898,304 659,873 3,296,431 2,765,337
2,236,058 2,302,163 2,131,501 3,843,479 2,630,748 2,960,617
2,499,561 2,295,412 2,333,762 1,752,777 2,034,644 1,543,104
85,987,730 93,449,555 84,990,952 87,342,721 88,360,977 88,077,143
(3,457,631) (5.977,801) 913,265 (781,750) 985,785 2,443,477
- - 504,063 168,671 573,340 91,833
19,398 2,956 29,789 508,968 249,842 770,801
- 4,200,000 177,265 . . -
. - - 20,361,106 - -
- - - (20,245,727) - -
} . - - 27,905
19,398 4,202,956 711,117 793,018 851,087 862,634

$ (3438233) $ (1.774845) $ 1.624,382 § 11,268 $ 1836872 § 3,306111

5.9% 5.4% 5.3% 6.5% 5.5% 5.3%
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PROVO CITY SCHOOL DISTRICT

Schedule of Long-Term Debt Service
Years Ending June 30, 2007 through 2017

Debt Service Fund:

General obligation bonds:

Series 1997 Principal
$ 22,500,000 : Interest
Series 1997 Refunding Principal
$ 9,480,000 Interest
Series 1998 Refunding Principal
$ 4,950,000 Interest
Series 2004 Refunding Principal
$ 18,590,000 Interest

Tota! Principal - Debt Service Fund
Total Interest - Debt Service Fund
Total - Debt Service Fund

Capital Projects Fund:

Obligations under lease agreements:

2002 Lease Revenue Bond Principal
$ 4,200,000 Interest

2003 Capital Lease Principal
$ 769,000 Interest

2005 Capital Lease Principal
$ 568,817 Interest

Total Principal - Capital Projects Fund
Total Interest - Capital Projects Fund
Total - Capital Projects Fund

Total long-term debt obligations:
Total Principal - All Funds - All Long-Term Debt
Total Interest - All Funds - All Long-Term Debt
Total - All Funds - All Long-Term Debt

104

2007 2008 2009 2010 2011
$ 890,000 $ - $ - $ - $ -
41,830 - - - -
435,000 975,000 1,025,000 1,065,000 1,125,000
417,818 397,590 351,277 302,590 250,405
895,000 425,000 440,000 460,000 475,000
149,485 114,580 97,580 79,980 61,350
120,000 1,050,000 1,100,000 1,165,000 1,220,000
841,950 839,550 787,050 732,050 673,800
2,340,000 2,450,000 2,565,000 2,690,000 2,820,000
1,451,083 1,351,720 1,235,907 1,114,620 985,555
3,791,083 3,801,720 3,800,907 3,804,620 3,805,555
410,000 425,000 450,000 470,000 -
52,650 40,350 27,600 14,100 -
161,450 169,925 - - -
17,394 8,919 - - -
182,802 - - - -
12,796 - - - -
754,252 594,925 450,000 470,000 -
82,840 49,269 | 27,600 14,100 -
837,092 644,194 477,600 484,100 -
3,094,252 3,044,925 3,015,000 3,160,000 2,820,000
1.533,9J21 1,400,989 1,263,507 1,128,720 985,555 -
$4,628175 $4,445 914 $4,278,507 $4,288,720 $3,805,555
Provo City School District
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Schedule of Long-Term Debt Service (continued)
Years Ending June 30, 2007 through 2017

PROVO CITY SCHOOL DISTRICT

_

2012 2013 2014 2015 2016 2017 Totals
$ - 8 - 3 - S - s - 8 - § 890,000
. . - - - - 41,830
1,180,000 1,235,000 720,000 760,000 - - 8,520,000
195,280 136,870 75,120 38,760 - - 2,165,710
495,000 520,000 - - - - 3,710,000
41,875 21,580 - - - - 566,430
1,260,000 1,320,000 2,505,000 2,635,000 3,590,000 1,850,000 17,915,000
637,200 586,800 534,000 408,750 277,000 97,500 6,415,650
2,935,000 3,075,000 3,225,000 3,395,000 3,590,000 1,950,000 31,035,000
874,355 745,250 609,120 447,510 277,000 97,500 9,189,620
3,809,355 3,820,250 3,834,120 3,842,510 3,867,000 2,047,500 40,224,620
- - - - - - 1,755,000
- - - . - . 134,700
. . . . . - 331,375
. - - - - - 26,313
. - . - - - 182,802
- - - - - - 12,796
. . - - - - 2,269,177
] - - - - - 173,809
. N R R R - 2,442,986
2,935,000 3,075,000 3,225,000 3,395,000 3,590,000 1,950,000 33,304,177
874,355 745,250 609,120 447,510 277,000 97,500 9,363,429
$3.809,355  $30820,250  $3834,120  $3842,510  $3867,000 $2,047,500  $42,667,606
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PROVO CITY SCHOOL DISTRICT :
Ratios of Outstanding Debt

June 30, 1997 through 2006 | o
@
@
General Obligation Debt Q@
_ _ : CQutstanding ®
Outstanding  Less: Amounts Net General NetGenerd  Capital Lease @
General Available in Bonded Debt as Obligation and Lease ®

Fiscal Obligation Debt Service Percentage of Bonded Debt Revenue
Year Bonds Fund Total Taxable Value PerCapita_ Obligations o
1997 45,310,000 - 45,310,000 2.09% 45310 2,060,882 9o
1998 44,925,000 - 44,925,000 1.87% 42382 649,921 @
1999 44,065,000 35,352 44,029,648 1.76% 400.27 1,191,641 )
2000 42630000 93200 42536800 1.55% 38321 787 064 @
2001 41,055,000 214,630 40,840,370 1.31% 364.65 404,897 [
2002 39,335,000 657,417 38,677,583 1.19% 358.13 - ¢
2003 37,530,000 621,656 36,908,344 1.01% 335,53 4,644,000 :
2004 35,185,000 807,878 34,287,122 0.95% 300.76 3,145,521 ‘
2005 33,270,000 974,828 32,295,172 0.90% 279.61 2,998,501 ®
2006 31,579,467 1,240,802 30,338,665 0.85% 288.94 2,260,177 e
e
@
@
L
@
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PROVO CITY SCHOOL DISTRICT

, Ratios of Outstanding Debt (continued)
June 30i 1997 through 2006

-ease Obligations Total Debt
Lease Lease Total Debt
Obligations Obligations  as Percentage Debt
as Percentage Debt of Taxable Total Debt Per Taxable Estimated
of Taxable Value  Per Capita Value Per Capita = Student Value Population
0.09% 20.61 2.18% 473.71 3659 2,169,952,598 100,000
0.03% 6.13 1.89% 429.95 3502 2,405,495,400 106,000
0.05% 10.83 1.81% 411.10 3515 2,499,316,857 110,000
0.03% 7.09 1.58% 390.31 3402 2,750,602,274 111,000
0.01% 362 1.32% 368.26 3293 3,119,841,993 112,000
0.00% - 1.19% 358.13 3126 3,258,646,316 108,000
0.13% 42.22 1.13% 377.75 3339 3,666,115,635 110,000
0.09% 27.59 1.03% 328.36 3051 3,620,318,521 114,000
0.08% 25.96 0.99% 305.57 2925 3,575,601,094 115,500
0.06% 21.61 0.91% 310.55 2597 3,588,753,374 105,000
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PROVO CITY SCHOOL DISTRICT

Overlapping and Underlying General Obligation Debt.

June 30, 2006 ‘

Board's Portion

of Taxable Board's Entity's General Board's Portion
Taxing Entity Taxable Value Value Percentage Obligation Debt  of G.O. Debt.
Overlapping:
State of Utah 123,435,000,000 3,575,601,094 2.90% 1,514,510,000 43,871,541
CUWCD 15,814,733,419  3,575,601,094 22.61% 177,663,274 40,166,168
Utah County 15,814,733,419  3,575,601,094 2261% 38,110,000 8,616,406
Total Overlapping ’ 92,654,114
Underlying: ‘
Provo City 3,575,601,094  3,575,601,094 100.00% 16,545,000 16,545,000
Total Underlying ' 16,545,000
Total Overlapping and Underlying General Obligation Debt
Total overlapping general obligation debt (excluding the State) 48,782,574
Total direct general obligation bonded indebtedness 33,270,000
Total direct and overlapping general obligation debt {(excluding the State)
Total underlying general obligation debt 16,545,000
Total direct general obligation bonded indebtedness 33,270,000
Total direct and underlying general obligation debt
Total overlapping and underlying general obligation debt (excluding the State) 65,327,574
Total direct general obligation bonded indebtedness 33,270,000

Total direct, overlapping, and underlying general obligation debt (excluding the State)

109,199,114

82,052,574

49,815,000

__s8su7sTe

Taxable Value: Taxable value used in this table for non-district entities were derived from the 2004 entity value report produced by the Utah State Tax

Commission. The district's taxable value was derived from the district's final settiement report from the Utah County Treasurer's office.

Central Utah Water Conservancy District (CUWCD) outstanding general obligation bonds are limited ad valorem tax bonds. By law CUWCD may levy
a tax rate of up to 000400 to pay for operation and maintenance expenses and any outstanding limited ad valorem tax bonds.

Al or portions of these governmental entities outstanding general obligation debt are supported by user fee revenues from water or sewer. The
District's portion of overlapping general obligation debt does not include user fee revenue supported general obligation debt.

The State's general obligation debt is not included in overlapping debt because the State currently levies no property tax for payment of general

obligation bonds.

State general obligation debt and taxable value data was derived from the "State of Utah Continuing Disclosure Document, December 31, 2004;
http:/www.treasurer.state.ut.us/. Taxable values were derived from the Utah State Tax Commission; http://propertytax. utah.govi/.
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PROVO CITY SCHOOL DISTRICT

Computation of Legal Debt Margin
Years Ended June 30, 2003 through 2006

2003 2004 2005 2006
Estimated Fair Market Value $ 5310000273 § 5199485716  § 5353,912,000 § 5443,759,516
"Fair Market Value" X 4% (Debt Limit) 212,403,611 207,979,429 214,156,480 217,750,381
Less: General Obligation Debt 37,530,000 35,185,000 33,270,000 31,035,000
Legal Debt Margin® 174,873 611 172,794,429 180,886,480 186,715,381

Fiscal year 2003 was the first year the District published a comprehensive annual financial report. Thus, comparative
data is presented from that first publication hence forth.

The general obligation bonded debt of the District is limited by Utah law to 4% of the fair market value of the total
taxable property in the District. The legal debt limit and additional debt incurring capacity of the District are based
on estimated fair market value for 2005 and the calculated valuation value from uniform fees, and are calculated as
shown above.

In computing the fair market value of taxable property, the fair market value of all tax equivalent property is included
as part of the calculation.
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PROVO CITY SCHOOL DISTRICT

Selected Utah Coun.tx Economic Statistics

Year Labor Force Employment

Unemployment Unemployment Rate

2005 210,124 203,628 6,496 3.10%

2004 186,935 179,832 7,103 3.82%

2003 181,832 173,410 8,421 4.64%

2002 179,023 168,545 10,478 5.85%

2001 172,455 165,933 6,522 . - 3.78%

2000 169,992 165,605 4,387 2.59%

1999 164,935 159,770 5,166 3.14%

1998 159,751 154,740 5,011 3.15%

1997 153,586 149,605 3,980 2.59%

1996 149,829 145,442 4,387 2.93%

1995 145,097 140,883 4214 2.92%

Utah County
2001 2002 2003 2004 2005
Total personal income ($ millions) 7.683.1 7,883.6 8,144.4 8,730.8 Data not
Per capita income 20,087 20,133 20,506 21,646 available
Average family income per IRS returns 48,965 46,375 48,431 n/a at time of
Average monthly nonfarm wage 2,243 2,250 2,297 2,350 Press
Gross taxable sales ($000s) 4,326,455 4,394,333 4,433,228 4,791,033
Permit authorized construction ($000) 824,155 935,347 889,518 1,042,802
New residential building permits 4272 4,326 4677 4,728
623,777 706,068 770,583

Residential building permits value ($000) 576,294

Source: Utah Department of Workforce Services, http:/fjobs.utah.goviwi

Years presented are limited to data available from Department of Workforce Services.
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PROVO CITY SCHOOL DISTRICT
Demographic Information - Population Growth

Provo City Live Births

Calendar Provo City Utah County
Year Births % of County Births
1997 4,139 47.53% 8,709
1998 3,780 40.94% 9,232
1999 4,131 42.12% 9,807
2000 4,419 44.80% 9,864
2001 4,661 45.54% 10,234
2002 4,601 43.45% 10,588
2003 4,444 41.37% 10,742
2004 4,371 39.90% 10,954

Source: Utah Vital Statistics Reports, Utah Department of Health

Provo City Population Growth

Percent

Increase Increase
Year Population {Decrease) (Decrease)

1900 6,185

1910 8,925 2,740 30.70%
1920 10,303 1,378 13.37%
1930 14,766 4,463 30.22%
1940 18,071 3,305 18.29%
1950 28,937 10,866 37.55%
1960 36,047 7,110 18.72%
1970 53,131 17,084 32.15%
1980 74,108 20,977 28.31%
1990 86,835 12,727 14.66%
2000 105,439 18,604 17.64%

Source: Provo City and U.S. Census
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PROVO CITY SCHOOL DISTRICT
Utah County Largest Employers

2006

Source: Utah Department of Workforce Services, http://iwww.jobs.utah.gov

112

Company

Brigham Young University
Alpine School District

Utah Valley Regional Medical Center

State of Utah

Provo School District
Nebo School District
Utah Valley State College
Wal-Mart

Convergys

Novell

Nestles USA Prepared Food Div.

Provo City
Utah County

*(203,628 employed)

Industry

Higher Education (private)
Public Education

Health Care

State Government

Public Education

Public Education

Higher Education
Discount Department Store
Telephone Call Center
Software Publisher

Food Manufacturing

Local Government

Local Government

% of County
#Employed  Employment*

15000-19999  9.82%
50006999  344%
3000-3999  1.96%
20002999  147%
2000-2999  147%
20002999  147%
20002999  147%
2000-2999  147%
1000-1999  0.98%
1000-1999  098%
1000-1999  098%
1000-1996  0.98%

500-999 0.49%
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PROVO CITY SCHOOL DISTRICT
Full-Time Equivalent Positions By Function

Years Ended June 30, 2004 through 2006

2004 2005 2006
Governmental activities:
Instructional services 980.67 1071.21 1117.38
Supporting services:
Students 49.58 54.21 58.56
Instructional staff 39.62 29.95 35.51
District administration 9.24 25.12 2412
School administration 74.97 78.36 78.66
Business and Central 22.06 22.96 23.46
Operation and maintenance 84.65 111.57 118.62
Transportation 38.56 47.18 46.56
School food services 57.65 89.12 83.15
Community services 64.7 196.58 185.61
Total full-time equivalent positions 1,421.70 1,726.26 1,771.63

For the purpose of this report, full-time equivalent positions are defined by calculating full time and hourly positions
based upon a 40 hour work week.
The District uses several different methods for reporting full-time equivalent positions.
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PROVO CITY SCHOOL DISTRICT
Student Average Daily Membership By School

As Reported in S-3 Report (unaudited)

Years Ended June 30, 1997 - 2006 .
m

Fiscal Year
Net Change
1397 1988 1999 2000 2001 2002 2003 2004 2005 2006 (2006 less 1997)
Elementary:
AMELIA EARHART - - 502 545 546 552 575 585 630 630 630
CANYON CREST 508 519 502 549 522 494 504 501 501 521 13
EDGEMONT 496 497 469 469 458 431 431 434 447 474 (22)
FARRER - - - - - - - - - 370 370
FRANKLIN 535 535 548 557 525 554 563 560 532 526 - (9)
GRANDVIEW 583 569 553 537 543 525 531 532 531 513 (70)
JOAQUIN 415 398 418 420 453 445 420 386 381 0 (415)
PROVOST 519 516 500 474 485 478 476 438 440 408 (111)
ROCK CANYON 564 608 602 585 572 547 578 563 580 574 10
SPRING CREEK/MAESEl 479 518 479 462 486 494 510 520 511 548 69
SUNSET VIEW - 764 884 607 655 675 702 676 618 638 614 {150)
TIMPANOGOS 597 600 624 573 485 547 562 568 546 502 (95)
WASATCH 493 483 453 494 495 524 507 501 533 570 77
WESTRIDGE 993 978 778 785 792 781 778 754 783 771 (222)
Secondary:

CENTENNIAL M.S. 713 694 699 669 653 733 690 702 715 913 200
DIXON M.S. 675 675 663 636 598 586 588 629 619 875 200
FARRER M.S. 464 516 477 498 533 532 549 565 560 0 (464)
PROVOH.S. 1,864 1834 1844 1768 1757 1664 1688 1,731 1760 1,787 77)
TIMPVIEW H.S. 2006 1895 1883 1,794 1,737 1684 1633 1634 1607 18615 (391)
INDEPENDENCE H.S. 277 294 273 292 276 312 371 341 289 276 (1)

Totals _12,945 13,013 12,874 12,762 12,591 12,585 12,631 12,562 12,604 12,488 (457)

The state of Utah requires student average daily membership to be audited by an independent auditor at the end of
each school year. The state uses average daily membership as a major component in determining much, but not all,
of the funds it allocates to public school Districts in the next subsequent year.

114 Provo City School District




0000000000000 00000000000000000000000O0C0OBCGOOTS

PROVO CITY SCHOOL DISTRICT
Student Average Daily Membership By School and Grade

As Reported in S-3 Report (unaudited)
Year Ended June 30, 2006

Self-contaimed  Full
K Ist 2nd 3rd 4th 5th 6th 7th Sth Sth 10th 1ith 12th MEM by School  Enrollment
AMELIAEARHART| 107 | 9 92 88 8 72 9 9 0 0 0 0 0 630 7 637
CANYONCREST} 78 [ # 7 71 715 7% 7 0 0 0 0 0 0 51 3 536
EDGEMONT| 7 [ 7 710 6 59 60 0 0 0 0 0 0 474 13 438
FARRERELEM] 70 | 89 % 22 % 4 4 0 0 0 0 0 0 3 53 423
FRANKLIN| 8 | 8 8 76 6 19 6l 0 0 0 0 0 0 52 16 542
GRANDVIEW] 58 | 82 8 7% 70 % 70 0 0 0 0 0 0 513 9 52
PROVOST | 70 | 13 s6 471 55 51 50 0 0 0 0 0 0 408 px} 432
ROCKCANYON] ot | 2 82 8 81 7% 84 0 0 0 0 0 0 574 1 586
SPRINGCREEK| 92 [ 100 88 71 6 . 55 0 0 0 0 0 0 548 5 573
SUNSETVIEW] 92 | 18 100 81 95 19 60 0 0 0 0 0 0 614 u 628
TIMPANOGOS| 79 | 8 83 77 6 58 8 0 0 0 0 0 0 502 3 525
wasaTcH | o5 [ 90 92 st 81 M 56 0 0 0 0 0 0 570 10 580
WESTRIDGE] 119 | 12 m9 w2 95 o 12| o 0 0 0 0 0 m . 791
CENTENNIAL| 0 0 0 0 0 0 o | w466 0 913 0 |
DIXON 0 0 0 0 0 m | 0 0 0 0 875 63 938
PROVOHS| © 0 0 0 0 0 0 0 0 | 495 461 a4 406 | 1787 §i] 1865
TIMPVIEWHS| 0 0 0 0 0 0 0 0 0 | 41 392 42 400 | 1618 52 1,667
INDEPENDENCEHS] 0 | 0 0 0 o o o0 | o o | m & m s | m | oo |
CENTER FORHS. COMP| 0 0 0 0 0 0 0 0 0 0 1 018 2 0 3
ADMCOUNTBY GRADE| 1,111 | 1,137 1,086 983 925 914 86 | 874 914 | %91 920 913 882 | 1517
ADM COUNTBY LEVEL] K Total 1st-6th Total 7th-8th Total Sth-12th
1,111 5911 1,788 3,706
ADM TOTALS| Total K-6th 7,022 Total Tth-12th 5494 st
Total Handicap Self-Contained] 515
Total S1C
Total Self-contained/Homebound| 515 515
Grand Total] 13,031
programs: Youth-In-Custody, Early Intervention, and the Utah State Hospital
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PROVO CITY SCHOOL DISTRICT

Buildings - Original Year of Construction/Square Footage

116

Site

Elementary Schools:

Amelia Earhart
Canyon Crest
Edgemont
Farrer
Franklin
Grandview
Provost

Rock Canyon
Spring Creek
Sunset View
Timpanogos
Wasatch
Westridge

Secondary Schools:

Other:

Centennial M.S.
Dixon M.S.

Provo H.S.
Timpview H.S.
Independence H.S.

Center for H.S. Studie:
Oakridge
District Office

Original Year
of
Construction

1999
1982
1955
1931
1994
1949
1949
1964
2002
1959
1938
1949
1979

1996
1931

1956
1974
1992

1984
1979
1965

Square

Footage

69,733
68,240
47,200
86,946
71,301
69,546
54,923
69,883
70,720
64,975
56,965
45,326
73,928

112,340
123,434

325,842
409,803
48,121

4,000
43,992
28,875
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PROVO CITY SCHOOL DISTRICT
Service Efforts, Accomplishments, and Miscellaneous Statistical Data

m

Advanced Placement Test Results

1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06

Total candidates 319 370 370 419 414 400 400
Total exams taken 478 571 600 645 666 622 623
Total exams passed 389 433 472 458 497 479 468
Provo average passed 81% 76% 79% 71% 75% 7% 75%

ollege Entrance Exams - Provo Students Taking ACT Examination

Number of
Year Students
1999-00 567
2000-01 537
2001-02 520
2002-03 508
2003-04 533
2004-05 495
2005-06 567

Graduates
2003 2004 2005 2006
Provo High School 322 365 344 344
Timpview High School 375 378 377 318
Independence High School 25 29 26 17
District Diplomas 30 37 37 34

Educational Level of Teachers 2005-06

Bachelors 404 63%
Masters 224 35%
Doctorate 11 2%

Staff Assignments 2005-06

Teachers 639
Classified Contracted 138
Administrators 33

Years of Experience 2005-06
20 or more years 33%

6 - 19 years 43%
0-5years 25%
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PROVO CITY SCHOOL DISTRICT

Service Efforts, Accomplishments, and Miscellaneous Statistical Data (continued)

American College Test (ACT) Results

The ACT standard scores are based on a scale on which a particular student might obtain a

LOW of 1 up to a HIGH of 36.

2003-04 2004-05
Provo Utah Nat'l Provo Utah Nat'l
English 225 20.9 20.4 22.4 21.2 206
Math 22.5 20.9 20.7 221 21.0 20.8
Reading 235 222 21.3 23.2 224 214
Science 226 21.4 20.9 22.1 216 20.9
Composite| 229 215 20.9 226 217 21.1
Elementary Criterion-Referenced Testing (CRT)
2003-2004 2004-2005
Average Number | Average Number
Grade % Correct Tested {% Correct Tested
v 1 82% 1,037 80% 1,151
2 2 75% 1,020 77% 1,015
5 3 76% 995 75% 1,016
e 4 81% 951 81% 990
; 5 78% 914 79% 923
Z 6 79% 089 82% 897
1 83% 1,038 76% 1,165
2 75% 1,020 78% 1,021
§ 3 79% 999 79% 1,023
5 4 82% 956 80% 999
5 7% 917 83% 936
6 75% 696 77% 629
» 1-3 not tested not tested
e 4 62% 950 not available
3 5 59% 914 64% 931
® 6 63% 992 68% 895
Secondary Criterion-Referenced Testing (CRT)
2003-2004 2004-2005
Average Number | Average Number
Course % Correct Tested |% Correct Tested
Math unavailable. 69% 403
PreAlgebra 83% 1,201 79% 1,391
Algebra 69% 1,228 7% 1,097
Geometry 72% 804 76% 875
Science 7th 67% 994 63% 964
Science 8th 68% 900 67% 978
Earth System 64% 359 59% 376
Biology 79% 629 65% 818
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PROVO CITY SCHOOL DISTRICT
Service Efforts, Accomplishments, and Miscellaneous Statistical Data (continued)

D

Norm-Referenced Test (Formerly the SAT, now IOWA)

Fall 2004 Fali 2005
Provo  Utah Provo  Utah
Third Grade ITBS
Reading 64 64 63 65
Language 52 55 52 55
Mathematics 56 57 57 57
Social Studies 64 65 65 66
Science 69 69 68 69
Composite Score 64 65 64 65
Fifth Grade ITBS
Reading 65 63 64 64
Language 61 58 57 57
Mathematics 65 59 62 59
Social Studies 62 61 59 61
Science 71 69 68 70
Composite Score 67 64 63 63
Eighth Grade ITBS
Reading 63 62 62 62
Language 55 54 57 57
Mathematics 58 57 62 59
Social Studies 50 52 59 61
Science 63 64 68 70
Composite Score 58 58 63 63
Eleventh Grade ITBS
Reading 68 62 67 62
Spelling 56 52 54 51
Revising Writing 58 56 58 55
Mathematics 61 58 61 57
Social Studies 62 60 64 59
Science 65 65 66 62
Composite Score 64 61 65 59

A score of 50 is the average score of the ITBS/ATED for the nation. Any score above 50 is
above the national average. The first year the IOWA test was given in Utah was 2004.
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PROVO CITY SCHOOL DISTRICT

Service Efforts, Accomplishments, and Miscellaneous Statistical Data (continued)

Food Service
Reduced
Breakfasts Free Lunch Cost Lunch
Meals Served Served Served Served
1999-00 1,195,452 258,544 Data not available
2000-01 1,219,934 261,327 Data not available
2001-02 1,214,770 252,424 Data not available
2002-03 1,211,667 261,218 Data not available
2003-04 1,226,062 267,538 Data not available
2004-05 1,245,816 282,153 4,627 1,261
2005-06 1,256,839 289,865 4,396 1,102
Transportation
Miles traveled (to and from school, field trips, and activities) 608,121
Number of students transported daily 4,771
Driving hours per day 251
Route miles driven per day 2,997
Field and activity trip miles per day 617
Cost per student per year to bus $ 426
Number of buses 43

Vandalism Costs

120

Glass replacement -

Graffiti removal
Break-in repair
Total

2001-02

2002-03  2003-04 2004-05 2005-06

$ 23,922
3,000
3,200

$ 16480 $ 11820 $11,946 $ 12,071
2,910 1,944 2,930 3,916
1,385 2,300 1,780 1,260

$ 30,122

$ 20,775 $ 16,084 516656 $ 17247
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PROVO CITY SCHOOL DISTRICT

Schedule of Insurance in Force
June 30, 2006

*Property
Boiler & Machinery

Blanket Bond-Employee Fidelity
Course of Construction

*Liability
General Liability
Auto Liability
Personal Injury
Errors or Omissions
Malpractice Liability
No Fault
Uninsured Motorist
Garage Keepers

*Automobile Physical Damage
Busses
Driver Training Vehicles
All Others

**Worker's Compensation

Fiscal Year
Expiration 2006 2005
Date Deductible Limits Premium Premium

Until canceled $ 1,000 Replacement value $119,222 $101,396
Until canceled $ 1,000 Replacement up to

$ 10,000,000
Until canceled $ 1,000 $ 10,000,000
Until canceled $ 1,000 Replacement value
Until canceled No deductible $ 10,000,000 126,918 142,327
Until canceled No deductible $ 10,000,000
Until canceled No deductibie $ 10,000,000
Until canceled No deductible $ 10,000,000
Until canceled No deductible $ 10,000,000
Until canceled No deductible $ 10,000,000
Until canceled No deductible $ 10,000,000
Until canceled No deductible $ 10,000,000
Until canceled No deductible $ 10,000,000
Until canceled $500 Actual vaiue 9,492 8,518
Until canceled $500 Actual value
Until canceled $ 500 Actual value
Until canceled $ 500 Actual value
Until canceled No deductible $ 1,000,000 415,163 354,093

$670,795 $606,334

*Insurance policy is maintained with the Utah State Division of Risk Management

**Insurance policy is maintained with the Utah School Boards Risk Management Mutual Insurance Association

Comprehensive Annual Financial Report
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. A Strategic Professional Alliance

Members:

The C.PA. Network, L1C
Audits

Reviews.

Compliations
Integritas lic Accounting, LC
Tax

Accounting

Payroll

Business Consulting

Fibonacci Financial, LC
Financial Planning
Asset Management
Risk Management

Tue C.P.A. NETWORK, LLC

GLOBAL ACCESS

Members of the American Institute of Certified Public Accountants

CERTIFIED PUBLIC ACCOUNTANTS

LocaL FINANCIAL SPECIALISTS

REPORT ON THE INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

Board of Education
Provo City School District
Provo, UT 84604

We have audited the financial statements of the governmental activities,
each major fund, and the aggregate remaining fund information of Provo
City School District as of and for the year ended June 30, 2006, which
collectively comprise Provo City School District’s basic financial
statements and have issued our report thereon dated September 22, 2006.
We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Provo City School
District’s internal control over financial reporting in order to determine our
audit procedures for the purpose of expressing our opinions on the financial
statements and not to provide an opinion on the internal control over
financial reporting. Our consideration of the internal over financial
reporting would not necessarily disclose all matters in the internal control
that might be material weaknesses. A material weakness is a reportable
condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material
in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of
performing their assigned functions.
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We noted no matters involving the internal controls over financial reporting and its operation that
we consider to be a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Provo City School District’s financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance that are required to be reported under Government Auditing
Standards.

We noted certain other matters that we reported to the Board of Education and management in a
separate management letter dated September 22, 2006.

This report is intended solely for the information and use of the Board of Education,

management, and federal awarding agencies and pass-through entities and is not intended to be
and should not be used by anyone other than these specified parties.

T CPA- W,LLC

THE C.P.A. NETWORK, LLC
Certified Public Accountants
Provo, Utah

September 22, 2006
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Confiderus Group, Inc.

A Strategic Professional Alliance

Members:

The CPA. Network, LLC
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Reviews
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ubli nti
Tax
Accounting
Payroll
Business Consulting

Fibonacci Financial, LC
Financial Planning
Asset Management

Risk Management

~ Tae C.P.A. NETWORK, LLC

CERTIFIED PUBLIC ACCOUNTANTS

GLOBAL ACCESS
LocAL FINANCIAL SPECIALISTS

REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133

Board of Education
Provo City School District
Provo, UT 84604

Our report on our audit of the basic financial statements of Provo City
School District for June 30, 2006 appears on page 17 of the Comprehensive
Annual Financial Report.

Compliance

We have audited the compliance of Provo City School District with the
types of compliance requirements described in the U.S. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement
that are applicable to each of its major federal programs for the year ended
June 30, 2006. Provo City School District’s major federal programs are
identified in the summary of auditor’s results section of the accompanying
schedule of findings and questioned costs. Compliance with the _
requirements of laws, regulations, contracts, and grants applicable to each
of its major programs is the responsibility of Provo City School District’s
management. Our responsibility is to express an opinion on Provo City
School District, Utah’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing
standards generally accepted in the United States of America; the standards
applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circular
A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major federal
program occutrred.

Members of the American Institute of Certified Public Accountants 7
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An audit includes examining, on a test basis, evidence about Provo City School District’s
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination of Provo City School District’s
compliance with those requirements.

In our opinion, Provo City School District complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal programs for the
year ended June 30, 2006.

Internal Control Over Compliance

The management of Provo City School District is responsible for establishing and maintaining
effective internal control over compliance with the requirements of laws, regulations, contracts,
and grants applicable to federal programs. In planning and performing our audit, we considered
Provo City School District’s internal control over compliance with requirements that could have
a direct and material effect on a major federal program in order to determine our auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133.

Our consideration of the internal controls over compliance would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a
reportable condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that noncompliance with applicable
requirements of laws, regulations, contracts, and grants caused by error or fraud that would be
material in relation to a major federal program being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
We noted no matters of involving the internal control over compliance and its operation that we
consider to be material weaknesses.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Provo City School District as of and for the year ended
June 30, 2006, and have issued our report thereon dated September 22, 2006. Our audit was
performed for the purpose of forming an opinion on the financial statements that collectively
comprise Provo City School District’s, basic financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by
OMB Circular A-133 and is not a required part of the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the
basic financial statements taken as a whole.

This report is intended solely for the information and use of the audit committee, management,

Page S



. School Board, and federal awarding agencies and pass-through entities and is not intended to be -
and should not be used by anyone other than these specified parties.

"L CPA Netrd , Lic

THE C.P.A. NETWORK, LLC
Certified Public Accountants
Provo, Utah

September 22, 2006
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PROVO CITY SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2006
Pass-through

Federal Entity
Federal Grantor/Pass-Through Grantor/ CFDA Identifying Federal
Program Title Number Number Expenditures
Direct Awards:
U.S. Department of Education
Formula Grants to LEAS/Indian Education 84.060A N/A 3 26,461
Development & Implementation Grants/Timp-Dual Immersion 84.288S N/A 1,140
Gear Up 84.334A N/A 932,965
Total U.S. Department of Education 960,566
Total Direct Awards 960,566
Pass Through Awards:
U.S. Department of Education
Passed Through Utah State Department of Education
Adult Education 84.002A 05-33-08 28,361
Adult Education - Adult Basic 84.002A 06-33-08 27,483
Title I - Low Income 84.010A 05-08-05 832,303
Title I - Low Income 84.010A 06-08-05 1,904,085
Title I - Migrant Education 84.011A 04-15-05 11,907 -
Title I - Migrant Education 84.011A 05-15-05 60,335
Title I - Neglect & Delinquent 84.013A 05-13-05 9,055
Title I - Neglect & Delinquent 84.013A 06-13-05 38,753
Special Education - IDEA PL101476 84.027A 8C-19-5/05-19-05 1,511,351
Special Education - IDEA PL101476 84.027A 8C-19-6/04-19-05 1,429,110
Special Education - IDEA Highly Qualified Teachers 84.027A 8B-19-6/19-06 13,400 -
Special Education - IDEA CEC Conference 84.027A 8B-19-6/19-06 1,445
Special Education - P1.99-457 Preschool 84.173A 8C-52-5/05-52-05 101,542
Vocational Education - Carl Perkins 84.048A 5F38/05-21-12 281,777
Safe and Drug Free Schools 84.186A 06-09-03 74,182
~ 21st Century Community Learning Centers 84.287C 05-60-03 458,075
21st Century Community Learning Centers 84.287C 06-60-03 266,851
NCLB - Title V 84.298A 05-91-03 - 28,668
NCLB - Title V 84.298A 06-91-03 9,043
Title VI - Administration - Applied Technology 84.298A 02-90-02 * 30
Technology Literary Challenge 84.318X 01-05-03 99,007
Technology Literary Challenge (Granite flow-through) 84.318X (throuh. granite) 134,282
Title I - CSR 84.332A 05-27-05- 65,419
Title I - CSR 84.332A 06-27-05 43,236
NCLB - Fed. English Language Acquisition 84.365A 733/05-57-05 9,549
NCLB - Fed. English Language Acquisition 84.365A T735/06-57-05 137,033
NCLB - Fed. English Language Acquisition 84.365A 73-05 , 6,332
Improving Teacher Quality - Title IIA 84.367 05-05-03 275,028
Improving Teacher Quality - Title IIA 84.367 06-05-03 663,316
Passed Through Utah State Department of Health "
Baby Watch Early Intervention/PEEP Health (48% Federal) 84.181 06-1004 273,133
Passed Through Utah Valley State College
Vocational Education - CP Teacher in Industry 84.048 N/A <« 11,018
Tech Preparation 84.243A N/A © 5,656
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PROVO CITY SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2006

Pass-through

Federal Entity
Federal Grantor/Pass-Through Grantor/ CFDA Identifying Federal
Program Title Number Number Expenditures
Passed Through Utah County
Safe and Drug Free Schools 84.186A N/A 43,131
Total U.S. Department of Education 8,853,896
U.S. Department of Agriculture
Passed Through Utah State Department of Education
Food Donations - Commodities - NonCash 10.550 N/A 229,742
School Breakfast 10.553 05-44-25 57,491
School Breakfast 10.553 06-44-25 340,613
School Lunch - Section 4 10.555 05-42-25 50,578
School Lunch - Section 4 10.555 06-42-25 257,387
School Lunch - Free & Reduced 10.555 05-43-25 274,620
School Lunch - Free & Reduced 10.555 06-43-25 1,330,442
School Lunch - Milk 10.556 05-41-25 86
School Lunch - Milk 10.556 06-41-25 460
Child Care Food Service 10.558 05-47-25 6,986
Child Care Food Service 10.558 06-47-25 48,744
Total U.S. Department of Agriculture 2,597,149
U.S. Department of Health & Human Services
Passed Through Utah Department of Workforce Services N
Child Care Assist. - Concept Key 93.575 N/A 64,704
Passed Through Utah Department of Health
Medicaid School-Based Services 93,778 N/A 110,418
Total U.S. Department of Health and Human Services 175,122
U.S. Department of Housing & Urban Development
Passed Through City of Provo
Community Development & Block Grant 14.218 N/A 7,500
Total U.S. Department of Housing & Urban Development 7,500
U.S. Department of Labor
Passed Through Utah State Dept. of Workforce Services
ESOL Low Income Taxpayer Clinic 21.008 N/A 6,038
Total U.S. Department of Labor 6,038
Corporation for National & Community Service ‘
Passed Through Utah State Office of Education
Service Leaming - Leamn and Serve America 94.005 06-59-05 11,137
- 11,137
Total Pass Through Awards 11,650,842

Total Federal Awards
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PROVO CITY SCHOOL DISTRICT
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2006

NOTE 1 - PURPOSE OF THIS SCHEDULE

The accompanying Schedule of Expenditures of Federal Awards (Schedule) is a supplementary
schedule to the District’s basic financial statements and is presented for additional analysis. The
Schedule is required by the Office of Management and Budget (OMB) Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations.

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity
of Provo City School District. The information in this schedule is presented in accordance with

the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit

Organizations.

Federal Financial Assistance - Pursuant to the Single Audit Act of 1984; the Single Audit
Act Amendments of 1996 and OMB Circular A-133, federal financial assistance is
defined as assistance provided by a federal agency, either directly or indirectly, in the
form of grants, contracts, cooperative agreements, loans, loan guarantees, property,
interest subsidies, insurance, endowments, or direct appropriations. Federal financial
assistance does not include direct federal cash assistance to individuals.

Catalog of Federal Domestic Assistance - OMB Circular A-133 requires the Schedule to
show the total expenditures for each of the City’s federal financial assistance programs as
identified in the Catalog of Federal Domestic Assistance (CFDA). The CFDA is a
government-wide compendium of individual federal programs. Each program included in
the CFDA is assigned a five digit program identification number (CFDA number) which
is reflected in the Schedule. Federal financial assistance programs and contracts which
have not been assigned a CFDA number have been identified as None in the CFDA
Column of the schedule.

Type A and Type B Programs - The Single Audit Act of 1984 (as amended in 1996) and
OMB Circular A-133 establish the levels to be used in defining Type A and Type B
federal programs. Type A programs for Provo City School District are those programs
that exceeded $378,342 in the federal awards expended for the fiscal year ended June 30,
2006. All other programs are classified as Type B by the District.
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Reporting Entity
The District reporting entity is fully described in Footnote 1.A. of the District’s basic financial

statements. The Schedule includes all federal financial assistance programs administered by the
District for the year ended June 30, 2006.

Basis of Accounting

Federal financial assistance programs included in the Schedule are reported in the District’s basic
financial statements as intergovernmental revenue in the General Fund and Special Revenue
Funds. The Schedule is presented using the same basis of accounting that is used in reporting the
expenditures of the related funds in the District’s basic financial statements. The basis of
accounting used for each fund is described in Footnote 1.B. of the District’s basic financial
statements.

NOTE 3 - NON-CASH ASSISTANCE

Non-cash assistance is reported in the schedule at the fair market value of the commodities. The
district received and disbursed food donations valued at $229,742.

NOTE 4 - FEDERAL INSURANCES

No federal insurance was in effect on June 30, 2006.

NOTE 5 - SUBRECIPIENTS

Provo City School District provided federal awards to sub-recipients as follows:

Federal
CFDA Amount
Program Title Number Provided
Gear Up 84.334A $ 24,568
21% Century Community Leaming Centers 84.287 56,551
Total $ 81,119

(The remainder of this page is left intentionally blank)
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PROVO CITY SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2006

SUMMARY OF AUDIT RESULTS

1.

The auditor’s report expresses an unqualified opinion on the basic financial
statements of Provo City School District.

There were no instances of reportable conditions in internal control disclosed
during the audit of the financial statements of the Provo City School District.

There were no instances of noncompliance material to the financial statements of
the Provo City School District disclosed during the audit.

There were no instances of reportable conditions in internal control over major
programs disclosed during the audit of the financial statements of the Provo City
School District.

The auditor’s report on compliance for the major federal award programs for the
Provo City School District expresses an unqualified opinion.

Audit findings relative to major federal award programs for Provo City School
District are reported in Part C. of this schedule.

The programs tested as major programs were:

e U.S. Department of Education, Gear Up, CFDA No. 84.334A

e U.S. Department of Education, IDEA Cluster, CFDA Nos. 84.027A, 84.173A

e U.S. Department of Education, Title I — Low Income, CFDA No. 84.010A

e U.S. Department of Education, Improving Teacher Quality — Title IIA, CFDA
No. 84.367

o U.S. Department of Education, Twenty First Century Community Learning
Centers, CFDA No. 84.287C

o U.S. Department of Agriculture, School Lunch USDA Cluster, CFDA Nos.
10.553, 10.555, 10.556.

The threshold for distinguishing Type A and B programs was $378,342.
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9. Provo City School District was not determined to be a low-risk auditee due to
prior year findings.

B. FINDINGS-FINANCIAL STATEMENT AUDIT

There were no instances of reportable conditions in internal control disclosed during the
audit of the financial statements of the Provo City School District.

There were no instances of noncompliance material to the financial statements of the
Provo City School District disclosed during the audit.

We noted certain other matters that we reported to the Board of Education and
management in a separate management letter dated September 22, 2006.

C. FINDINGS AND QUESTIONED COSTS - FEDERAL AWARD PROGRAMS
CURRENT YEAR AUDIT FINDINGS ARE AS FOLLOWS:

There were no instances of reportable conditions in internal control over major programs
disclosed during the audit of the financial statements of the Provo City School District.

There were no instances of noncompliance in major programs disclosed during the audit
of the financial statements of the Provo City School District.

THE CURRENT STATUS OF PRIOR YEAR AUDIT FINDINGS ARE AS FOLLOWS:
FINDINGS AND QUESTIONED COSTS — MAJOR AWARD PROGRAMS

FO05-1 Legally separate trust for scholarship funds-Gear Up CFDA #84.334A

Finding:
Appropriate documentation does not exist at The District or at Central Bank to
establish a legally separate trust for the purpose of maintaining and administering
the scholarship and related supplies expense account for the students that will be
attending college in the future. The grant money is maintained in separate
accounts at Central Bank with a letter of agreement outlining the purposes above.

Current Status:
The trust agreement has been edited by the business department and Central Bank
has been made aware of the needed changes. The edited document is currently
waiting legal council’s review.
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FO05-2

F05-3

F05-4

Payroll Verification - Major Programs-Gear Up, IDEA, Title I CFDA #84.334A,
84.027A, 84.173A, 84.010A

Finding:
OMB Circular A-21 requires that at least annually, a statement will be signed by
the employee or a responsible official, verifying that the work was performed and
stating that salaries and wages charged are reasonable in relation to work
performed. In testing transactions of the three major programs selected this year
we found that documentation to support this verification does not exist for
contracted employees.

Current Status:
Corrective action was taken.

Salary Schedules- Major Program-Gear Up CFDA #84.334A

Finding:
OMB Circular A-21 requires that total compensation to individual employees is
consistently applied, conforms to established policies of the institution, and will
be determined at a rate not in excess of that regularly paid for the part-time
assignments. We noted several employees in the testing for the Gear Up grant
who are paid on a miscellaneous salary schedule that is in excess of regular pay
for part-time assignments and who received stipends that are not on a district-wide
schedule.

Current Status:
Corrective action was taken.

Cost Approval by knowledgeable individual- Major Programs-Gear Up, IDEA, Title I
CFDA #84.334A, 84.027A, 84.173A, 84.010A

Finding:
Effective internal control over allowable activities and allowable costs in
accordance with specific cost principles requires approval for payment by an
individual knowledgeable of those requirements. In our testing we noted that
many payments are approved by school principals, or other staff that have not
been provided with training on the federal award requirements.

Current Status:

Corrective action was taken.

(The remainder of this page is intentionally left blank)
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UTAH STATE COMPLIANCE REPORT BASED ON THE
REQUIREMENTS, SPECIAL TESTS, AND PROVISIONS
REQUIRED BY THE STATE OF UTAH’S
LEGAL COMPLIANCE AUDIT GUIDE

Board of Education
Provo City School District

We have audited the accompanying financial statements of the
governmental activities, each major fund, and the aggregate remaining fund
information of Provo City School District, for the year ended June 30, 2006
and we have issued our report thereon dated September 22, 2006. As part
of our audit, we have audited Provo City School District’s compliance with
the requirements governing types of services allowed or unallowed;
eligibility; matching, level of effort, or earmarking; reporting; special tests
and provisions applicable to each of its major State assistance programs as
required by the State of Utah Legal Compliance Audit Guide for the year
ended June 30, 2006. The District received the following major assistance
programs from the State of Utah:

Minimum School Programs (Department of Education)
Drivers Education (Department of Education)

School Lunch (Department of Education)

Oak Springs Appropriation (Department of Education)
Professional Development (Department of Education)

The District also received the following non-major grants which are not
required to be audited for specific compliance requirements: (However,
these programs were subject to test work as part of the audit of Provo City
School District’s financial statements.)

U-Pass (Department of Education)
Safe and Drug Free State Act (Department of Education)
Baby Watch Early Intervention (Department of Health)

" Members of the American Institute of Certified Public Accountants
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Non-major grants continued:

Medicaid (Department of Health)

CHIP (Department of Health)

At Risk Students Social Workers (Department of Human Services)

GCPD Oak Springs General (Governor’s Office)

Supplemental Appropriations-Boys and Girls Club (Department of Workforce Services)
Fine Arts Education-Math Initiative (Department of Education)

Applied Tech Custom FIT (Department of Education)

Adult Education Utah State Hospital

Our audit also included test work on the District’s compliance with the following general
compliance requirements identified in the State of Utah Legal Compliance Audit Guide:

Public Debt

Cash Management

Purchasing Requirements

Budgetary Compliance

Truth in Taxation and Property Tax Limitations
Other General Compliance Issues

The management of Provo City School District is responsible for the District’s compliance with
all compliance requirements identified above. Our responsibility is to express an opinion on
compliance with those requirements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether material noncompliance with the requirements referred to above
occurred. An audit includes examining, on a test basis, evidence about the District’s compliance
with those requirements. We believe that our audit provides a reasonable basis for our opinion.

The results of our audit procedures disclosed immaterial instances of noncompliance with the
requirements referred to above, which are described below. We considered these instances of

noncompliance in forming our opinion on compliance, which is expressed in the final paragraph
of this report.

A. Current Year Instances of Noncompliance

There were no material instances of noncompliance in major programs disclosed during
the audit of the financial statements of the Provo City School District.

We noted certain other matters that we reported to the Board of Education and
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management in a separate management letter dated September 22, 2006.

B. Current Year Status of Prior Year Findings

05-1. Purchasing Requirements
Finding:

Current Status:

Purchases are to be made according to the purchasing policies of Utah

State Code and procedures established by the district. Utah State Code

(53A-3-204/303) defines authority for payment authorization to the

Business Administrator and Board President only. Random sample testing

revealed the following issues:

e Several items were paid without appropriate authorization signatures
according to district procedures.

e All(3) LPD tested items were paid without appropriate authorization
signatures according to Utah State Code (53A-3-204/303)

e Two items were submitted without a request for payment.

e A possible artificial division was considered on check # 1157225 for
Evan’s Grader Service.

e Several purchase card items lacked proper documentation describing
the purpose of the transaction.

o One purchase card item was used for personal conveniences.

e Two quotes were not obtained at the schools for every purchase over
$500.

e All school purchases over $4,999 were not purchased through the
district purchasing department.

e Two scholarship checks issued from a school had inadequate
documentation.

reported to the

Corrective action was taken. We noted certain other matters that we
Board of Education and management in a separate management letter

dated September 22, 2006.

05-2 Minimum School Programs — Class size reduction restriction
Finding:

According to state code 53A-17a-124.5, 50% of the class size reduction K-
8 budget must be spent on reducing class size in grades K-2. If a district's
average class size falls below 18 students in grades K-2, the district can
seek State Board of Education for approval to use these funds for class
size reduction in grades 3-8. In our testing, we found that no tracking or
control measures were implemented to enforce or monitor this budget
restriction.

Current Status:
Corrective action was taken.
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05-3. Capital Qutlay — 10% Additional Levy

Finding:
State code 53A-17a-145 grants school districts the ability increase their tax rate by
up to 10% of the cost of the basic program to be spent in the capital projects fund.
Upon review of Provo City School District’s Annual Financial Report as
submitted to the USOE, it was noted that the District’s expenditures exceeded its
10% limit for fiscal year 2004-2005.

Current Status:
Corrective action was taken. The Provo City School District was found to be in

compliance for the 2005-06 fiscal year.

In our opinion, the Provo City School District, complied, in all material respects, with the general
compliance requirements identified above and the requirements governing types of services
allowed or unallowed; eligibility; matching, level of effort, or earmarking; reporting; and special
tests and provisions that are applicable to each of its major State assistance programs for the year
ended June 30, 2006.

N2 C:Pv“: WLLL

THE C.P.A. NETWORK, LLC
Certified Public Accountants
Provo, Utah

September 22, 2006
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MANAGEMENT LETTER COMMENTS
BY THE INDEPENDENT AUDITOR’S

Board of Education

. Provo City School District. L

Provo, UT 84604

In planning and performing our audit of the financial statements of the
Provo City School District for the year ended June 30, 2006, we considered
the District’s internal control in order to determine our auditing procedures
for the purpose of expressing an opinion on the financial statements and
not to provide an opinion on the internal control over financial reporting.

Our consideration of the internal control would not necessarily disclose all
matters in the internal control that might be material weaknesses under
standards established by the American Institute of Certified Public
Accountants. A-material weakness is a condition in which the-design-or -
operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error
or fraud in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely

. petiod by employees in the normal course of performing their assigned
functions. However, we noted no matters involving the internal control and
its operatlon that we consider to be material weaknesses as defined above.

As part of obtaining reasonable assurance. about whether Provo C1ty School
District’s financial statements are free of material misstatement, we
performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements noncompliance with which

| could have a direct and material effect on the determination of financial -

“statement amounts. . However, providing an opinion on compliance with
those provisions was.not an objecuve of our audlt and accordmgly, we do
not express such an op1mon S T

" Members of the Ameriezén.'lnstitute of Certified Public Accountants -
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The results of our tests disclosed no instances of noncompliance that are required to be reported
under Government Auditing Standards.

Howeyver, during our audit we became aware of several matters that are opportunities for
strengthening internal controls and operating efficiency. The memorandum that accompanies this
letter summarizes our comments and suggestions concerning those matters.

The accompanying comments and recommendations are intended solely for the information and
use of the audit committee, management, and others within the organization and should not be
used by anyone other than these specified parties.

We will review the status of these comments during next years audit engagement. We have
already discussed many of these comments and suggestions with the district administration
personnel, and we will be pleased to discuss them in further detail at your convenience, to
perform any additional study of these matters, or to assist you in implementing the
recommendations.

Sincerely,
— D
L UPA LLc

THE C.P.A. NETWORK, LLC
Certified Public Accountants
Provo, Utah

September 22, 2006



PROVO CITY SCHOOL DISTRICT
MANAGEMENT LETTER COMMENTS
JUNE 30, 2006

A. Current Year Comments

06-01

06-02

06-03

Segregation of Duties at the Schools

Finding: The financial secretary at each school is responsible for and handles all or most
aspects of cash, including receipts, deposits, financial records, and accounting system
access.

Recommendation: Other staff members/faculty, other than the financial secretary, should
be placed in charge of certain stages of the cash collection, recording and deposit process.
Each school should post notification informing parents they should receive a receipt for
all payments. A cash register should be utilized at both high schools to enable better
security and accounting of gate receipts.

District Response: We concur that functions should be segregated between personnel
where possible. Many schools have only one office secretary, making segregation of
duties difficult. We feel the monthly principal review and signing of the financial packet,
including the bank statement and bank reconciliation, provides reasonable checks and
balances given the limited office staffing. We will post notification at each school’s desk
informing parents they should receive a receipt for all payments. All principals will
review and monitor compliance with internal control policies.

$500 Purchasing Policy at the Schools:

Finding: Supporting documentation validating the existence of two verbal quotes for
purchases over $500 was not always on record.

Recommendation: The administration needs to verify that all administration and staff
members at the schools are aware of current purchasing policies. Train/inform school
administration and staff of policies and monitor compliance on a periodic basis.

District Response: We concur that two verbal quotes should be obtained on all purchases
over $500 as per policy and procedure. The purchasing policy and procedure was
reviewed in the August and September principals and secretaries meetings. Both
principals and secretaries have agreed to obtain two quotes on all purchases over $500.

Use of Signed Blank Checks at the Schools

Finding: Some vendors do not use purchase orders or quotes, and in some instances
blank signed checks are provided. While convenient, this creates an opportunity for the
misuse of school funds.




06-04

Recommendation: Don’t ever sign a blank check. Arrange to receive quotes from
vendors, set up credit accounts with vendors, or use only vendors who do use

aforementioned processes.

District Response: We concur that blank checks should not be signed. The district will
reemphasize to principals that blank checks are not to be signed.

Security of Financial Data at the Schools

Finding: Prior year financial data was not kept in a secure location.

Recommendation: Provide locking storage units for prior year data in a location where
only school administration and financial secretaries have access.

. District Response: We concur. School financial information should be kept in a secure

06-05

06-06

location. The district will train school principals and secretaries how to access additional
storage options available through State Archives.

Purchases Greater than $4.999 at the Schools

Finding: Purchasing policy requires that purchases over $4,999 be executed through the
district purchasing department. This policy is not being followed.

Recommendation: The administration needs to verify that all school administration and
staff members are aware of and are following the current purchasing policies. The
administration should periodically monitor school cash disbursements for amounts
greater than $4,999.

District Response: We concur that purchases of $5,000 and over should be placed by
district purchasing to assure two written quotes are obtained per policy and procedure.
The policy will be reviewed in principals and sectetaries meetings and the District will
review each schools month end reports to verify expenditures $5,000 and over were
placed by District purchasing.

Revenue Accounts Classified as Liability Accounts at the Schools

Finding: Most of the liability accounts at the schools actually represent fees (revenue)
collected. These funds are controlled by the District and are not fiduciary funds held by
the school on behalf of another entity. This misclassification reduces transaction
visibility and accountability.

Recommendation: The accounts need to be reclassified as revenues and the amounts
spent reclassified as expenses with appropriate budgeting authority.



06-07

District Response: We concur that all funds expended or received at the school level
should be classified as a revenue or expense. The District has converted the secondary
schools to accounting for these items as revenues and expenses. The District has a target
date of June 30, 2007 for full implementation at the elementary school level.

Proper Classification of Capital Outlay Expenditures at District Level

Finding: There were misclassifications of capital outlay expenditures as supplies and vice
versa. This was due to lack of understanding of capitalization policy and insufficient
periodic review of capital outlay purchases.

Recommendation: All purchases that are coded to capital outlay accounts should be
turned over to staff for addition to property records. These purchases can then be
reviewed for appropriateness. Periodic review of supply expenditure accounts for
amounts greater than capitalization amounts will help identify misclassified capital
expenditures.

District Response: The District concurs that due to national Governmental fund
accounting practices of expensing capital assets makes it necessary that there be a
periodic review of capital outlay and supply accounts. Clarification of District practices
and procedures for assigning account codes were reviewed at the secretaries meeting and
included in the purchasing polices notebook given to all schools. The updated procedures
were also emailed to the appropriate parties.

B. Prior Year Comments

Schedule of Findings and Questioned Costs:

05-1

05-2

Segregation of Duties

Finding: The financial secretaries at the schools are responsible for all tasks related to
cash, including recording all cash receipts and making the deposits. The most critical area

~of control over cash is from when cash is received to when it is deposited. Control over

cash would be improved if cash receipt duties were segregated.

Current Status: See current year comment 06-01.

Secure storage for cash

Finding: Daily cash receipts kept in an unlocked drawer, which is left unsupervised at
multiple times during the day. The office staff is aware of the cash, and the school also
has students work in the office during the day. The cash is very susceptible to theft.

Recommendation: The cash receipts clerk must have a locking drawer or box to
temporarily store daily cash receipts until the end or the day when it is deposited or put in
the safe.




05-3

05-4

District’s Response: The District concurs. See corrective action plan.

Student access to cash storage and cash counting areas

Finding: The area where cash is counted and store has no way to prevent student or
public access. Having this area open leaves cash and other office items open to theft, and
also there is a chance for students and the public to see sensitive and personal
information.

Current Year Status: Corrective action taken.

Revenue Accounts Classified as Liability Accounts

Finding: Most of the liability accounts on the balance sheet actually represent fees
collected that are controlled by the district and are not fiduciary funds held by the school
on behalf of another entity.

Current Year Status: See current year comment 06-06.

State Legal Compliance Reports:

1.

Purchasing Requirements

Finding:
Purchases are to be made according to the purchasing policies of Utah
State Code and procedures established by the district. Utah State Code
(53A-3-204/303) defines authority for payment authorization to the
Business Administrator and Board President only. Random sample testing
revealed the following issues:
o Several items were paid without appropriate authorization signatures
according to district procedures.
e All (3) LPD tested items were paid without appropriate authorization
signatures according to Utah State Code (53A-3-204/303)
Two items were submitted without a request for payment.
Structuring of expenditures was encounter.
Several purchase card items lacked proper documentation describing
the purpose of the transaction.
e One purchase card item was used for personal conveniences.
Two quotes were not obtained at the schools for every purchase over

$500.

¢ All school purchases over $4,999 were not purchased through the
district purchasing department.

e Two scholarship checks issued from a school had inadequate
documentation.

Current Status: See current year comments 06-02, 06-05,



